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COLLEGIATE EDUCATION FOR BUSINESS 
IN GERMANY 


In the same way that the rapid technical development 
brought about new types of schools and placed beside the old 
university the institute of technology, the development of an in- 
creasingly complex economic and business life caused the foun- 
dation of schools of commerce designed to educate the young 
generation of prospective business men. It is the purpose of this 
article to deal with the history, organization, development, and 
present situation of these latter schools in Germany.* 


*Times of great economic, intellectual, and political crises often strongly 
affect the system of education. In Germany the post-war years have been years 
of active reformatory efforts in all fields of education. These efforts are not yet 
terminated and, in describing the present situation, we often have to consider 
tendencies. These tendencies have come to a certain conclusion in the school of 
commerce, mainly with respect to its consolidation and its chief field of science, 
the Betriebswirtschaftslehre (business administration), but there still remain 
many open questions. It must be noted that not all the changes of recent years 
developed as a consequence of new ideas which were to be realized. Often these 
changes arose from the pressure of circumstances. The union of the formerly in- 
dependent Munich School of Commerce with the Institute of Technology was 
not, as we might think, due to the development of the idea of supplementing the 
technical education of the engineers with business education; it was the result of 
post-war economic difficulties. 
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OUTLINE OF THE GERMAN EDUCATIONAL SYSTEM 


Before dealing with the principal theme, the German school 
of commerce (Handelshochschule), it is expedient to outline the 
German educational system and the place of the schools of com- 
merce within it. 

Everywhere the state has reserved for itself administrative 
control and supervision of the schools, but the universities and 
the institutions of university rank are self-administered. This 
self-administration is the necessary corollary to the essential 
characteristic of freedom of instruction and of learning (Lern- 
und Lehrfreiheit) which lies at the basis of the German uni- 
versity. However, since the state provided the funds for the 
increasingly expensive enlargement of these institutions, the in- 
fluence of the state on these institutions naturally grew. 

The direction and superintendence of the German educa- 
tional system does not rest with the central government. Each 
of the various German states has its own ministry or department 
of education, the head of which is the active head of the educa- 
tional system of the state. Prussia, Bavaria, Saxony, etc.—each 
has its own system of education, although in the ordinary school 
and university system the differences are only in details; the 
fundamental idea and the general organization are the same 
everywhere. Though the new German constitution, in accord 
with its general tendency toward centralization, took some steps 
toward unification, there is still a broad sphere left for the activ- 
ities of the states. 

At the age of six every child enters the so-called Volksschule 
and remains there four years. These first four years (which, ac- 
cording to the new constitution, are the basis of all further edu- 
cation) comprise what is called the Grundschule. The children 
of all the various classes of the population are mixed together 
during these first four years of school life, although the schools 
or classrooms for girls and boys are separated. 

After the completion of this four-year elementary course, 
which corresponds roughly to the first four years of the Anglo 
Saxon primary schools, a great variety of possibilities opens, the 
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SCHOOL SYSTEM FOR BOYS 
Universities and professional colleges 
of university rank (including 
schools of commerce) 





Various types of vocational 
and continuation 
schools 
(including commercial 
schools) 
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SCHOOL SYSTEM FOR GIRLS 
Universities and professional colleges 


of university rank, including schools 
of commerce (Handelshochschulen) 
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major ones of which may be divided into two groups. First, one 
may either continue through to the end of the Volksschule; or 
second, one may change to (a) a Héhere Schule, or to (b) a 
Mittelschule.’ 

For the sake of clarity a chart of the school system is given 
on the preceding page. 

The majority follow the former course, which consists of 
four more years, thus making a total of eight years.° 

The accomplishments of all the Volksschulen are naturally 
not the same, since in rural communities it is not possible, as in 
the cities, to offer separate classroom instruction for all eight 
classes. The purpose of the Volksschule is to give the children a 
sufficient amount of general knowledge for everyday life. 

The graduates of the Volksschule must attend part-time 
continuation schools (Fortbildungsschulen, recently called Be- 
rufsschulen) until their eighteenth year. These continuation 
schools are mostly vocational schools, generally a separate one 
for each profession, whether painting, locksmithing, black- 
smithing, carpentering, tailoring, or what not. The girls and 
boys either are apprentices or are already engaged in some regu- 
lar task. Their employers are required by law to allow them six 
to eight working hours weekly for attending these classes. The 
commercial type of continuation school aims to develop the theo- 
retical and business aspect of the commercial career in question. 

The minority, after the fourth year of the Grundschule, go 
over to (a) one of the Héhkere Schulen, or (b) to the Mittel- 
schule. 

Of the Hohere Schulen there are at present four different 
types: the Gymnasium, the Realgymnasium, the Oberreal- 
schule, and the Deutsche Oberschule, all of which have a nine- 
year course and have as their purpose the laying of the ground- 

* At present there is no all-inclusive work about the whole German school 
system. For Prussia, a book of the last minister of education may be mentioned: 
O. Boelitz, Der Aufbau des Preussischen Bildungswesens nach der Staatsumwil- 
zung (Leipzig, 1925). 

* According to the 1922 school census, 8,898,320 children were receiving in- 


struction in Volksschulen, 329,344 in Mittelschulen; and 795,525 in Hoheren 
Schulen. 
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work for later scientific or professional training. Each of the 
four types tries to accomplish this purpose in a different way. 

The Gymnasium, which is the oldest type, aims at an out- 
and-out classical training. The old languages, Latin and Greek, 
were placed at the center of the instruction. 

With the advent of the increasing economic and cultural 
relations between Germany and her European neighbors it be- 
came necessary to lay more stress on modern languages. Then, 
too, the rapid technical development brought an increasing de- 
mand for mathematics and the natural sciences. These two 
needs were to be fulfilled by the Realgymnasium and Ober- 
realschule, the former a semiclassical school with Latin but no 
Greek, and more emphasis on modern languages and mathe- 
matics; the latter without classics, but with special emphasis on 
natural science. 

The fourth type of Hdhere Schulen, the Deutsche Ober- 
schule, is a child of the post-war time and is still in the beginning 
of its development. It has only one foreign language during the 
first five years: English. It lays most stress upon German lan- 
guage, including Middle German, and upon German culture and 
history. Beginning with the sixth year another language is re- 
quired, but it is possible to choose either a modern one or Latin.* 

At the end of each of these nine-year courses the pupil must 
pass an examination, the so-called Abditur, which qualifies him 
for matriculation at a university or at a professional school of 
university rank. In so far as a year-by-year comparison of the 
German and the American system is possible, we may say that 
the Abitur corresponds approximately to the end of the second 
college year. In some fields of study the German student may 
lag behind, while in some others, particularly in languages, he is 
more advanced. According to the German regulation the bache- 
lor’s degree, taken at a recognized college, is required for admis- 
sion to the universities. 

At some places, especially in communities with a small popu- 
lation, where the establishment of a full nine-year course can- 
not be afforded, we find a six-year prototype of one of the Ho- 


“See Appendix B for the curriculum of the Héhere Schulen. 
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here Schulen. These schools are called Progymnasium, Proreal- 
gymnasium, Realschule, while there is no particular name for 
the prototype of the Deutsche Oberschule. 

At last a few words about the Mittelschule. There is no ex- 
act definition of this type of school. Usually this term is applied 
if the purpose and the requirements go beyond those of the 
Volksschule without attaining those of the Héhere Schule. The 
Mittelschule is especially favored in Prussia, and it is found far 
less frequently in the other states. It does not give, to the same 
extent as the Héhere Schule, a preparatory education for later 
scientific work; rather it seeks to give a more thorough prepara- 
tion for everyday life than does the Volksschule. In order to 
meet this purpose, in Prussia five different curriculums have 
been established, each of which aims to lay the groundwork for 
a particular profession. However, all five have this much in 
common: one foreign language is obligatory, another is option- 
al, and the whole course covers six years. 

In order to open the way to the university for a pupil of the 
Volksschule there has been established the so-called Aufbau- 
schule, which has a six-year course, attended after the comple- 
tion of the seventh year of the Volksschule. Theoretically, it 
would be possible to have an Aufbauschule for each of the four 
types of the Héhere Schulen. Practically, it seems sufficient to 
establish only two—the types corresponding to the Oderreal- 
schule and the Deutsche Oberschule. The Aufbauschule aims at 
picking out the most gifted and able men of the Volksschule. 
The final examination of the Aufbauschule gives the same rank 
as the leaving examination (Abitur) of the Héhere Schulen, 
and gives the privilege of entering a university. 

The large number of school types is a consequence of the 
underlying principle of securing specialization by using different 
types of schools, and not by a system of flexibility of courses 
within one general type of secondary school, as in the United 
States. But the rigid German system has been relaxed to some 
extent during the last decades. Today there are often different 
possibilities offered in the same school—either by means of a 
bifurcation after six years, or by means of a division of the 
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classes (but only for certain hours) into separate groups. Par- 
ticularly the Volksschule tries more and more to meet the varia- 
tion of talents and to provide special courses for special needs.* 

Since the foregoing, with the exception of the continuation 
schools, refers only to the education of boys, it is necessary 
to say a few words about the education of the girls. Generally 
speaking, the school system of the girls is like that of the boys. 
The majority of the girls follow the same course of Grundschule, 
Volksschule, and continuation school, while the minority goes 
either to the Mittelschule or to one of the four types of the 
Hohere Schulen. The only essential difference is the existence of 
the so-called Lyzeum, which opens a further possibility after the 
four years of Grundschule. Before the establishment of the 
Grundschule, the Lyzeum had a ten-year course which began 
with the first school year. It originated during the time when 
the girls generally did not aspire to the university. It was par- 
ticularly adapted to the psychology and needs of the girls and 
became the usual educational institution for the daughters of 
the middle and upper classes. Most attention was given to in- 
struction in the two obligatory foreign languages, French and 
English. Since this type of school stood the test extremely well, 
the policy has been to keep it, but to make certain changes to 
suit the needs of a new time. Therefore three types of the 
Hohere Schulen, the Gymnasium, Realgymnasium, and Deutsche 
Oberschule are built into the Lyzeum, which is now a six-year 
course attended after the completion of the Grundschule. These 
three types are developed as a six-year course after the comple- 
tion of the first three years of the Lyzeum. The fourth type, the 
Oberrealschule, is only a three-year course beginning after the 
completion of the whole Lyzeum. The details of the educational 
system for the girls may be seen in the chart above. 

The institutions of university rank, i.e., the universities 
themselves as well as the professional colleges, are based on the 

*So far we have tried to outline the major types of schools up to the uni- 
versities. There are, of course, many other special forms, as well as pedagogical 


experiments, which have been attempted during the last years, but the scope of 
the present article does not permit of a more detailed treatment. 
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foregoing school system. The final examination of one of the 
before-mentioned types of the Héhere Schulen or of the Aufbau- 
schule is required for admission to the institutions of university 
rank. With certain limitations, and after completing special 
examinations in certain fields, the professional colleges, particu- 
larly the schools of commerce, may also be visited without the 
Abitur. 

This group of institutions of university rank is composed of: 
(1) the Universitdten, “universities,” usually with the four fac- 
ulties of philosophy (including science), theology, law (includ- 
ing economics), and medicine, and with departments of agricul- 
ture, forestry, etc. (during the last years some universities have 
not maintained at some places the old division into four faculties, 
but established a separate faculty for the social sciences or for 
natural science); (2) the Technische Hochschulen, “technical 
colleges,” similar to the Massachusetts Institute of Technology; 
(3) the Landwirtschaftliche Hochschulen, “colleges of agricul- 
ture”; (4) the Tierdrztliche Hochschulen, “colleges of veteri- 
nary science”; (5) the Forstliche Hochschulen, “colleges of 
forestry”; (6) the Bergakademien, “colleges of mining”; and 
lastly, (7) the Handelshochschulen, “schools of commerce.” 
The separation of these professional colleges from the university 
(accomplished in all but a few cases) illustrates a typical princi- 
ple of the German system. 

As the description of the different types of the Hdhere 
Schulen shows, there is none to meet the peculiar needs of the 
schools of commerce. According to the general tendency of the 
time, the schools have occupied themselves more and more with 
economic questions; for example, they have stressed the eco- 
nomic, in addition to the political, side of history. But there is 
no school which particularly stresses the fields necessary for the 
prospective business man. Accordingly, the students of the 
schools of commerce come from all the different school types, 
though, of course, most heavily from the Realschulen, while 
the university students are mostly graduates of the Gymnasium. 
Even before the war, but especially in recent years, some efforts 
were made to add a new one to the former types of the Hdhere 
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Schulen. The name Wirtschaftsoberschule was suggested, which 
indicates the character of this planned school. Its chief purpose 
was to be not only emphasis upon economics, but also the teach- 
ing of business arithmetic, stenography, and all those auxiliary 
subjects which are indispensable for the commercial studies and 
which do not belong to the school of commerce itself, but rather 
to the lower commercial schools. The prospects of realization 
of this type of school are small in view of the critical attitude of 
interested parties.° 

In addition to the schools already described, there are a 
number of different vocational schools requiring for admission, 
as a rule, the completion of the Volksschule. They prepare the 
pupils for particular trades, such as those of hairdressers, tailors, 
etc. We are here interested only in the schools concerned with 
business education, i.e., the commercial schools. One may divide 
them into two classes: the lower and the secondary commercial 
schools, although the multitude of different types makes an 
exact classification almost impossible. The first group, to which 
belong the commercial type of the continuation schools, are of 
minor interest for this article. The instruction is very elemen- 
tary. It deals with knowledge of business procedure, business 
correspondence and arithmetic, bookkeeping, economic geog- 
raphy, civics, penmanship, and stenography. The second group 
includes a number of different types, established sometimes by 
the states or communities, sometimes by business corporations 
or private enterprise. In Prussia we often find a one-year course, 
the so-called Preussische Hohere Handelsschule, where pupils, 
boys and girls, are admitted after the completion of a six-year 
course in one of the Hdhere Schulen. In Saxony we find the 
same type, and another one having a three-year course, where 

* As to the project of the Wirtschaftsoberschule, see Feld, Ziegler, and Ober- 
bach, Die Wirtschaftsoberschule, Schriften fiir kaufmdannisches Bildungswesen, 
Heft 1 (Leipzig: Verlag G. A. Gloeckner, 1925) ; an article by Ziegler in Deutsche 
Handelsschulwarte, Jahrgang 1923, nr. 21; an article by the same author, “Ent- 
wicklungsméglichkeiten des héheren Handelsschulwesens,” in Zur Entwicklung 
der Betriebswirtschaftslehre (Berlin, Wien, Leipzig: Verlag Leopold Weiss, 1925) ; 


and an article critical of the idea of a Wirtschaftsoberschule in Deutsche Akade- 
mische Rundschau, 7. Jahrgang, nr. 7, 1926. 
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pupils are admitted after seven years of the Volksschule or after 
the third year of one of the Héhere Schulen. Similar institutions 
exist in Bavaria. Baden has two types: the Héhere Handels- 
schule and the Oberhandelsschule. The former is either a one- 
year course for pupils after a six-year course at one of the 
Hohere Schulen, or a two-year course after the completion of 
the Volksschule. The latter is a three-year course based directly 
upon the Héhere Handelsschule. The instruction consists of 
courses in the modern languages, with business correspondence, 
commercial arithmetic, general commercial theory, commercial 
history, bookkeeping, commercial and banking law, economics, 
commercial geography, physics, chemistry and chemical tech- 
nology, commodities of commerce, stenography, and penman- 
ship. The fields of instruction are almost the same at all schools, 
but comprehensiveness and standard depend upon the time 
available and upon the required level of prerequisite knowledge. 
The aim of the schools is not alone that of providing factual 
knowledge, but also that of stimulating independent thought 
along economic lines. 


HISTORY OF SCHOOLS OF COMMERCE 

As early as the beginning of the eighteenth century P. J. 
Marperger outlined the plan of establishing chairs for so-called 
professores mercaturae at the universities.’ Since that time vari- 
ous persons have drawn up plans in this field of education, but 
none of these plans has been realized. The Academy of Com- 
merce, which was founded at Hamburg, 1786, was more a com- 
mercial school than a school of commerce in the present meaning 
of this word. The Merkantilische Abteilung of the Institute of 
Technology at Brunswick (founded in 1835) was in many ways 
similar to the present type, but this department of commerce had 
to close in 1862 because the other departments of the institute 
absorbed all the funds. Ancther experiment was made at the 
University of Bonn, but this so-called “Academy of Commerce” 


™ Details of the history of the school of commerce movement are given in the 
first chapter of the book by Penndorf, Wie studiert man auf der Handelshoch- 
schule (see Appendix A). Compare also the article by the same author on the his- 
tory of German commercial education in Zieglers Handbuch. 
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also did not last very long. Gustav Mevissen, a well-known mer- 
chant of Cologne, is to be mentioned as one of the most outstand- 
ing promoters of the idea of a school of commerce. In 1879 he 
provided a large endowment for the foundation of a school of 
commerce in Cologne, and he increased it, through his testament 
in 1899, to nearly a million marks. But the opposition of large 
parts of big industry and of numbers of big business men who 
believed that theory could only spoil ability for business delayed 
the realization of his plan. In the year 1896 the German Na- 
tional Union for Commercial Instruction (at Brunswick) took 
up the idea. Professor Ehrenberg, an economist, was ordered to 
make a thorough investigation of the whole matter, and the en- 
suing discussions at the meetings of the Union showed consid- 
erable uniformity of opinion.’ After fighting out the last diffi- 
culties it was possible to found the first German school of com- 
merce at Leipzig in April, 1898. 

A common plan, worked out by representatives of the Uni- 
versity of Leipzig, the chamber of commerce, and the public 
commercial school, was submitted to the Saxon government 
and to the city of Leipzig. The proposal met with general appro- 
bation. At first the new school of commerce was somewhat con- 
nected with the University and with the public commercial 
school. Gradually a certain independence was gained. In 1910 
the school of commerce was located in a building of its own. 
At its inauguration the prominent firms of Leipzig and the 
patrons of the school subscribed about M. 170,000, a sum which 
was increased by a gradually gathered reserve of M. 150,000. 
Then it was possible to free the chamber of commerce of the 
financial guaranty it had carried up to that time. Many difficul- 
ties arose during the war and post-war times. The reserves had 
to be spent. Thanks to the assistance of the state, the city, and 
the chamber of commerce, the school of commerce lived through 
these times, and later on could even think of a certain enlarge- 

*See Ehrenberg, Handelshochschulen. I. Gutachten. II. Denkschrift. 
Veréffentlichungen des Deutschen Verbandes fiir kaufmannisches Unterrichts- 
wesen, Bd. 3 and 4. (Braunschweig, 1897); and Stenographischer Bericht iiber 


den 2. Kongress des Deutschen Verbandes fiir kaufmannisches Unterrichtswesen 
(Braunschweig, 1897). 
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ment and improvement. Beginning with the year 1922 a new 
arrangement was made. The Saxonian ministry of commerce 
provides a certain amount every year. The eventual deficit is 
divided among the state (two-fifths), the city of Leipzig (one- 
fifth), the Chamber of Commerce of Leipzig (one-fifth), and the 
four other chambers of commerce of Saxony (one-fifth). 

The second corresponding institution, which was established 
in the autumn of 1898 at Aachen as a department of the Insti- 
tute of Technology, did not last long.® 

In the spring of 1901 another school was established, one 
which at last realized the old project of Mevissen. At Cologne 
a school of commerce, the first independent institution of this 
kind in Germany, opened its doors. Owing to the large endow- 
ment of Mevissen and the sympathetic attitude of the city ad- 
ministration, a steady growth was guaranteed this institution, 
located in the business center of Northwest Germany. It has 
always been among the outstanding schools of commerce. Be- 
sides the business department there were established courses in 
municipal and social administration, which, in 1912, became a 
separate department. In 1919 the various scientific institutions 
of Cologne were transformed into a university. Both the school . 
of commerce and the academy of social and municipal adminis- 
tration became a part of it, as the so-called Wirtschafts- und 
Sozialwissenschaftliche Fakultét. Cologne, Frankfurt, and Ham- 
burg are the three universities which in the course of the last 
cwelve years have taken their places alongside the old state uni- 
versities. They owe their existence to the activity of these three 
commercially important cities. 

In the fall of the same year, 1901, there followed the founda- 
tion of the academy of social and commercial sciences at Frank- 
furt, the banking center of Southwest Germany.’ The Frank- 


*Compare Kohler, “Die Auflésung der Aachener Handelshochschule,” in 
Zeitschrift fiir Handelswissenschaft und Handelspraxis (1908-9), Heft 5. 

* The movement for the foundation of schools of commerce grew out of 
the needs of the commercial and industrial centers, but even here there was al- 
ways an opposing faction. It was because of such an opposition on the part of 
the merchants of Hamburg, who felt that a practical education, if possible in 
foreign lands, was more valuable, that the project of a school of commerce failed 
in this city, the most important of Germany’s export ports. 
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furt Academy was founded by the chamber of commerce, the 
institute of public welfare (Institut fiir Gemeinwohl), and the 
polytechnic association. Large endowments were made by indi- 
viduals. In the same way as at Cologne, this academy sought 
both to provide an appropriate training for prospective business 
men and commercial teachers and to furnish official servants 
an opportunity for acquiring a special mercantile education and 
a broader knowledge of the social sciences. The development of 
the Cologne and Frankfurt institutions shows great similarity. 
In 1914, some years prior to the similar happening at Cologne, 
the academy, together with various scientific institutions of 
Frankfurt, was transformed into a university. The Wirtschafts- 
und Sozialwissenschaftliche Fakultat took over the rights and 
duties of a school of commerce. The funds for the operation of 
the university come from the endowment and from gifts of indi- 
viduals. The expenses not covered by these revenues are made 
up by the Prussian state and by the city, each of them paying 
half of the necessary amount. 

After an interval of some years a school of commerce was 
founded in Berlin by the Korporation der Kaufmannschaft, in 
1906. It is the only such school founded and maintained by 
a business corporation without contribution from any other 
source. In 1920 the School was taken over by the Chamber of 
Commerce and Industry of Berlin. 

The school of commerce at Mannheim, the industrial center 
of Baden, grew out of commercial courses conducted there since 
1905 and established as a school in 1908 by the city in co-opera- 
tion with the chamber of commerce and the nearby University 
of Heidelberg. It was financially based on large endowments, . 
amounting to one and one-half million marks, given by vari- 
ous big industrialists. This original endowment was lost in large 
part during the inflation time. Today expenditures in excess of 
income are usually made up by the city. Since 1911 the school 
has been an institution of public law (Anstalt offentlichen 
Rechts). 

The opening of the first Bavarian school of commerce took 
place at Munich in the winter of 1910. The first suggestion goes 
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back to 1903, but many difficulties had to be overcome. Aside 
from the financial question the most-discussed problem was 
whether the new school should be an independent institution or 
whether it should have a certain connection with the university 
or with the institute of technology at Munich. The first plan 
was decided upon and the school existed as an independent in- 
stitution for twelve years. The founders were the Munich Trade 
Association, the chamber of commerce, and the city. But in 
spite of the increasing number of students it was impossible to 
enlarge or even to maintain the existing teaching staff. The 
founders were not able to defray the expenses, and Bavarian 
industry did not help, but even made opposition. Consequently 
the institution had either to close or to find other sources of 
financial help. The latter way was chosen. The Bavarian state 
bought the institution and attached it to the institute of tech- 
nology. Since the first of October of 1920 the school of com- 
merce has formed the seventh department of this institution. 
In 1915 a school of commerce was founded in the eastern 
part of Prussia, at Konigsberg. It developed from commercial 
courses held in that city since April, 1907. The organization of 
these courses was about the same as that of a regular school of 
commerce, but the state took the stand that there was no need of 
another school of commerce in Germany and refused to recog- 
nize its diploma as on a par with that of the other schools of com- 
merce. Therefore a great number of students left K6nigsberg 
for the accredited schools of commerce. At last, in 1915, after 
many difficulties had been surmounted, the state approved a 
transformation into a recognized school of commerce. Aside 
from the school’s own revenues, the necessary funds were con- 
tributed by the state, the city, and the chamber of industry and 
commerce, with a special guaranty that the city would increase 
its contribution sufficiently to make up any balance caused by 
additional demands. The isolation of Kénigsberg, caused by its 
separation from Germany by the Polish corridor, made the post- 
war economic disturbances peculiarly acute and resulted in a 
diminution of the flow of students to East Prussia. For some 
time the institution practically ceased to exist, and was, in effect, 
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reopened in 1924. It remains the stepchild among the schools of 
commerce. The whole state support amounts annually to only 
M. 7,500 and the regular staff consists of no more than two pro- 
fessors of business administration. All the other courses are 
given by special teachers, mostly members of the university staff. 
Therefore the German association of those holding the mer- 
chants’ diploma (Verband deutscher Diplomkaufleute) ,to which 
reference is made later, does not recognize the diploma given by 
the Konigsberg institution. 

Now we come to the last one, the school of commerce at 
Niirnberg. In 1920 the commercial courses which had been con- 
ducted for some years were transformed into a school of com- 
merce. An endowment was given by the various municipal cor- 
porations (M. 1,000,000) and by citizens of Niirnberg (M. 625,- 
ooo). At the present time the necessary additional payments are 
provided partly by the city, partly by the state, and partly by 
the chambers of commerce of Mittelfranken. The constitution 
of the college was approved by the supervising Bavarian minis- 
try of education on the third of January, 1925. 

If now we recall the history of these schools, we see that 
they differed in origin and development, and therefore we have 
no uniform type. But, broadly, we may divide these eight insti- 
tutions into three different groups: (1) independent institutions 
without connection with a university or other institution of uni- 
versity rank (Berlin, Mannheim, and Niirnberg); (2) institu- 
tions having certain connection with a university. These are 
independent institutions which offer all the courses in the field of 
business education, while at the same time they have an agree- 
ment with the university of the same city, in accordance with 
which the commerce students are allowed to attend the law, cul- 
tural, and other courses in the university (Leipzig and Konigs- 
berg); (3) institutions which form a part of a university or in- 
stitute of technology (Frankfurt, Cologne, and Munich, which 
were, as we Saw, originally independent institutions). 

Although during the time when the schools of commerce 
were being founded the possibility was discussed of forming a 
close connection between them and the university, they were 
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definitely established as more-or-less independent institutions. 
Particularly the school of commerce was never brought into the 
university as an integral part in the way so often followed in the 
United States. The reason for avoiding such a fusion lay in the 
difference between the character of a German university and a 
German school of commerce. The universities were essentially 
Gelehrtenschulen, where scholarly and scientific work prevailed; 
the practical aspect of science was always less emphasized and 
a close touch with the everyday life was lacking. The spirit of 
the school of commerce contradicted the old university idea of 
science for science’ sake. So the task of the university depart- 
ment of economics, which in former years belonged to the facul- 
ty of law, differed fundamentally from that of the school of com- 
merce. Corresponding to the general aim of the university not 
to give merely factual and vocational knowledge but to stimu- 
late independent thinking and research, the department of eco- 
nomics could not see as its main task the training of students for 
the needs of private business enterprise. With a few exceptions 
(such as Freiburg) the universities have therefore refused to 
take up that field of knowledge which is of special importance 
for prospective merchants and business men, the technique of 
trade (called later Betriebswirtschaftslehre). Technique of 
trade was in general not recognized as a really scientific field. 
Later we shall refer to the changes which have been caused dur- 
ing the last few years, especially by the founding of the univer- 
sities at Frankfurt and Cologne. 

There is no question but that a number of the university 
graduates in economics went into business life. But that does 
not mean that the training the university gave them in economics 
can be characterized as “business education.” From the view- 
point of business education the present article has only to deal 
with the university departments of economics in so far as they 
represent old schools of commerce (as in the case of Frankfurt 
and Cologne) and in so far as such changes have taken place 
inside the old universities during the last few years as to bring 
them within the scope of the present article. 
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ADMINISTRATION OF THE SCHOOLS OF COMMERCE 


The administration of the various schools of commerce was, 
in its early stages, essentially the same, with the exception of 
the school at Berlin. The government was vested in a board of 
trustees embracing in its membership an appointee of the super- 
vising state ministry, representatives of the city and corpora- 
tions which founded the school, representatives of the business 
world, representatives of the teaching staff, and finally, the im- 
mediate head of the school. The name of the board of trustees 
(Kuratorium, Rat, Verwaltungsrat, Senat) varied from school 
to school, as did also the number of members from the before- 
mentioned bodies; but the underlying principles and the tasks 
were nearly the same at every place. This board of trustees de- 
cided all important administrative questions—particularly the 
financial ones. In Berlin the government was vested in the “Eld- 
est of the Merchants’ Association,” Altesten der Korporation 
der Kaufmannschaft. 

The executive officer of the board was called the rector or 
director. One half of the schools had the so-called wechselnde 
Rektoratssystem, the other half, the so-called Direktorialsys- 
tem. The former was similar to the university system, the head 
of the school being chosen from the regular members of the 
teaching staff for a period of one or two years. In the latter the 
director was chosen for a long unlimited period. 

In addition to the board of trustees and the head of the 
school, there usually was a third administrative body for the 
administration of internal affairs. This body also had certain 
advisory powers. 

In the course of time some changes took place in the method 
of administration. The origin of the universities of Cologne and 
Frankfurt by the fusion of the various scientific institutions of 
each city, brought with it an internal division into faculties. 
The faculties of Wirtschafts- und Sozialwissenschaften, which 
took over the functions of the respective schools of commerce, 
were placed under an annually elected head of the department. 
tna similar way the Munich school of commerce became practi- 
cally a department in the institute of technology. In Cologne 
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and Frankfurt the board of trustees remained and gained juris- 
diction over all faculties. Such control by a board of trustees is 
unknown to any other university in Germany, excepting Ham- 
burg. In Berlin, when the Chamber of Commerce of Berlin took 
over the school of commerce, it assumed all the rights and priv- 
ileges of the Eldest of the Merchants’ Association. Gradually 
the Direktorialsystem disappeared and all schools of commerce, 
other than K6nigsberg, now have the wechselnde Rektorats- 
system. 

Although the formation of the various schools of commerce 
was primarily due to the initiative of private individuals, corpo- 
rations, and chambers of commerce, the particular state in 
which a given school is located has retained the right of super- 
vision, especially that of recognizing the diplomas and degrees. 
This supervision is exercised in Prussia either by the Prussian 
ministry of education and the Prussian ministry of trade and 
commerce together (Cologne and Frankfurt); or by the Prus- 
sian ministry of trade and commerce alone (K6nigsberg and 
Berlin). In Saxony it is exercised by the Saxon ministry of 
trade and commerce (Leipzig); in Baden (Mannheim) and 
Bavaria (Miinchen and Niirnberg), by the respective ministries 
of education. 

Concerning the financing, the essential facts have been 
stated in the historical section. Statistical material as to the 
individual budgets has not been published for the post-war pe- 
riod, and cannot be presented here.” 


“ Statistics of the expenses of the schools of commerce for the period 1911- 
12 are given in the Zeitschrift fiir Handelswissenschaft und Handelspraxis, Jahr- 
gang 1912: 








Expenses Not Additional 
Whole Covered by | Payment for 
Revenues Each Student 


M. 309,001 | M. 143,106 | M. 355 
442,350 385,230 1,41 
409, 300 236,300 493 
176, 146,830 1,540 

151,000 96,000 580 

















The statistics for some institutions for the year 1913-14 are given in Chris- 
tian Eckert, “Handelshochschulen,” in Handbuch fiir das kaufmdannische Unter- 
richtswesen in Deutschland, op cit., pp. 461-62. For example, Leipzig, M. 
105,000; Cologne, M. 580,345 (1914-15, M. 603,895); Frankfurt, M. 453,636; 
Mannheim, M. 251,400 (for 1925, M. 455,000; see Minerva). 
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THE TEACHING STAFF 


The teaching staff may be divided into two general classes: 
(1) regular teachers (hauptamtliche Dozenten), who give their 
full time to the work of the school, and (2) special teachers (ne- 
benamtliche Dozenten), who do part-time teaching. 

As regards the regular teachers, there are, in the university, 
teachers of different rank: professors (Ordentliche und ausser- 
ordentliche Professoren, “full and associate professors”; some- 
times also ordentliche und ausserordentliche Honorarprofesso- 
ren), Privatdozenten (about the same as assistant professors), 
instructors, lectors, and assistants, though not every school of 
commerce has all of these. While the Wirtschafts- und Sozial- 
wissenschaftliche Fakultdt at Frankfurt has about all these dif- 
ferent classes of teachers, Niirnberg and Berlin, for example, 
have no associate professors, and Niirnberg has even no Privat- 
dozenten. 

The special teachers are composed, among others, of univer- 
sity teachers from the university of the same or a neighboring 
city, central and local government officials, leading business men, 
lawyers, newspaper men, teachers of the Hdhere Schulen, etc. 
Usually there is a distinction within the class of special teachers 
between those who have long-term appointments and those who 
are called in for special series of lectures. Thus the larger 
schools of commerce are able to offer almost any type of instruc- 
tion that may be demanded. 

The functions of the regular and special teachers differ in 
that the former do a considerable amount of administrative 
work, while the latter are relatively free from such work. 

The number of regular teachers and the number of special 
teachers varies at the different schools of commerce. While the 
teaching staff of the Wirtschafts- und Sozialwissenschaftliche 
Fakultat at Cologne consists of twelve full professors, four other 
professors, three Privatdozenten, and about twenty special 
teachers, K6nigsberg has but two full professors and is forced to 
call in special teachers for all the other lectures. Leipzig has five 
full, and one associate, professor for economics and business ad- 
ministration, while the assistance of the university is needed for 
all the neighboring fields. As far as the statistics of the teaching 





564 AUGUST WILHELM FEHLING 


staffs are to be found, they are presented in a footnote, which 
gives the situation for 1925.** 


PURPOSES, AIMS, AND FIELDS OF STUDY 


The purpose of the schools of commerce may best be under- 


stood by quoting the statutes of the old Cologne institute: 

1. To offer a thorough general and commercial education to young peo- 
ple who propose to devote themselves to a commercial calling. 

2. To give prospective commercial school teachers an opportunity for 
further theoretical and practical special training. 

3. To furnish young administrative and consular officials, secretaries 
of chambers of commerce, and the like an opportunity for acquiring special 
mercantile information; and 

4. To make it possible for practical merchants and those engaged in 
allied callings to render themselves more proficient in certain branches of 
commercial lore.* 

Though differing in some details, the purposes and aims of 


the other schools of commerce are essentially the same. Usually 


* Number of the teaching staff for 1925. Berlin: (1) regular teachers: 9 
Professoren and 2 Privatdozenten; (2) special teachers (a) with long-term ap- 
pointment: 24, (b) called in for a special series of lectures: 42; (3) 15 lectors 
and 2 assistants. Frankfurt: (1) regular teachers: 10 ordentliche Professoren, 
4 ordentliche Honorarprofessoren, 1 ausserordentlicher Professor, 6 Privatdozen- 
ten; (2) special teachers: 14 (only the staff of the Wirtschafts- und Sozialwissen- 
schaftliche Fakultat, without the staff for the instruction in law and general cul- 
tural courses). Koénigsberg: (1) regular teachers: 2 Professoren; (2) special 
teachers: 21; (3) lectors: 3. (The numbers for Frankfurt, Berlin, and KG6nigs- 
berg quoted from Handbuch des Preussischen Staates, 1925.) Cologne: (1) regu- 
lar teachers: 12 ordentliche Professoren, 4 Honorarprofessoren, and 3 Privatdo- 
zenten; (2) special teachers: 20 (only the staff of the Wirtschafts- und Sozial- 
wissenschaftliche Fakultaét, without the staff for the instruction in law and general 
cultural courses, quoted from the Fiinfjahresbericht, op. cit.). Mannheim: (1) 
regular teachers: 10 Professoren, 1 hauptamtlich beauftragter Dozent, and 3 
Privatdozenten; (2) special teachers: 34; (3) 7 assistants and 3 lectors. (Quoted 
from the bulletin for the summer semester, 1925.) Niirnberg: (1) regular teach- 
ers: 8 Professoren; (2) special teachers: 20; (3) 2 assistants. (Quoted from the 
bulletin, summer semester, 1925.) Leipzig: (1) regular teachers: 5 Professoren 
(now 6); (2) special teachers: 26. (Quoted from the bulletin, summer semester, 
1925.) Munich: (1) regular teachers: 3 ordentliche Professoren, 5 Honorarpro- 
fessoren, 2 ausserordentliche Professoren; (2) a number of special teachers (only 
Wirtschaftswissenschaftliche Abteilung, which includes the staff for the instruction 
in law, but not in general cultural courses; quoted from Minerva). 


“Translation by F. E. Farrington, in Commercial Education in Germany 
(New York, 1914). 
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the aims stated in the first two paragraphs are the chief ones, 
while the third and fourth are supplementary. There are slight 
variations in regard to the emphasis laid on the one or the other 
of the chief aims, or on the one or the other of the supplementary 
aims. 

The aims, as stated above, gave the instruction its particular 
form. Three fields of study constitute the backbone of the in- 
struction:** Betriebswirtschaftslehre, “business administration 
or business subjects,” Volkswirtschaftslehre, “economics,” and 
law. (Of law, however, only the parts important for the busi- 
ness world are utilized.) Generally most stress is laid upon Be- 
triebswirtschaftslehre, a field of knowledge which developed in 
close relation with the origin and growth of the schools of com- 


merce. 

In the United States the study of economic phenomena has 
not been divided as strictly into Volkswirtschaftslehre and Be- 
triebswirtschaftslehre as it has in Germany, and since in Ger- 
many the Betriebswirtschaftslehre is of such an importance for 
the schools of commerce, it seems in place to give some details.“ 


This distinction was for the most part a consequence of the op- 
position of the universities to the inclusion of the technique of 
trade in the curriculum. 

Betriebswirtschaftslehre deals with the individual enterprise 
(Einzelbetrieb )—with the cells, so to speak, of the economic 
body. The observation and examination of enterprises follow 
different lines: understanding of the structure of the enterprise, 


“Compare K. von der Aa, “Vom Berufe der Handelshochschulen,” in 
Handelshochschule Leipzig. Feier des Rektoratswechsels am 8. V. 24. 


“For the history of Betriebswirtschafislehre, compare Eduard Weber, 
“Darstellung der Literaturgeschichte der Handelsbetriebslehre,” Sonderheft der 
Zeitschrift fiir die gesamte Staatswissenschaft (1914); Isaac, Die Entwicklung 
der wissenschaftlichen Betriebswirtschaftslehre in Deutschland seit 1898 (In- 
dustrieverlag Spaeth & Linde, 1923); short article by the same author in 
Deutsche Akademische Rundschau, 6. Jahrgang, nr. 8, 1925; and Dr. Kurt 
Schmaltz, “Betriebswirtschaftslehre in Deutschland,” in Archiv der Fortschritte 
betriebswirtschaftlicher Forschung und Lehre (Stuttgart: Verlag C. E. Poeschel, 
1925). This archive will be published annually in the future. The first volume 
contains articles about the history, development, and present situation of nearly 
every branch of Betriebswirtschaftslehre. 
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analysis of the management and organization of the enterprise, 
and investigation of the relations between enterprise and enter- 
prise. Based upon a thorough investigation of the different types 
of enterprises, be it private or public, Betriebswirtschaftslehre 
intends to find out the various methods of management and to 
build up a system of generally applicable principles. 

The Betriebswirtschaftslehre originated in a field of knowl- 
edge which was taught at the old commercial schools under the 
name of technique of trade. In the beginning this name was 
kept; later on we find the term Handelswissenschaft, at some 
places Einzelwirtschaftslehre or Privatwirtschaftslehre. All these 
names were used side by side. The accomplishment of a common 
technical term, Betriebswirtschaftslehre, is of very recent date. 

The first period of the development of the Betriebswirt- 
schaftslehre is characterized particularly by research in specific 
questions. The issue of systematic works, such as those of Hel- 
lauer (1910), of Schér (1911), and of Nicklisch (1912) may be 
considered as the end of the period.** In 1906 Schmalenbach 
started the first periodical dealing with the new field, the Zeit- 
schrift fiir handelswissenschaftliche Forschungen.** In 1908 the 
Zeitschrift fiir Handelswissenschaft und Handelspraxis,\" edited 
by Nicklisch, followed. 

Research in Betriebswirtschaftslehre was highly stimulated 
by the post-war economic disturbances, the inflation, and the 
ensuing period of stabilization, all creating a number of new 
problems important for the management of business enterprises. 
At the same time there existed a strong tendency to combine and 
systematize the accumulated factual data. In consequence, two 
fundamental works were planned which were to give, so to 
speak, a summary of the whole development and its present 
status. The staff of editors and co-operators is international. 

*J. Hellauer, System der Welthandelslehre: ein Lehr und Handbuch des 
internationalen Handels (Berlin, 1910); H. Nicklisch, Allgemeine Kaufmdannische 


Betriebslehre als Privatwirtschaftslehre des Handels (Leipzig, 1912); J. F. Schar, 
Allgemeine Handelsbetriebslehre (Leipzig, 1911). 


** Publisher, G. A. Gloeckner, Leipzig. 
* Publisher, C. E. Poeschel, Stuttgart. 
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These works are the Handwérterbuch der Betriebswirtschaft, a 
corollary to the Handworterbuch der Volkswirtschaft, edited by 
Nicklisch and others, and the Grundriss der Betriebswirt- 
schaftslehre, a corollary to the Grundriss der Sozialékonomik, 
edited by Mahlberg, of Goteborg; Schmalenbach, of Koln; 
Schmidt, of Frankfurt, and Walb, of Freiburg. The number of 
periodicals also increased. During the last year the two old ones 
were followed by two new ones: the Zeitschrift fiir Betriebs- 
wirtschaft, edited by Schmidt, of Frankfurt,** and the Betriebs- 
wirtschaftliche Rundschau, edited by the Gesellschaft fiir Be- 
triebsforschung.’® 

There is, as yet, no generally accepted division of the vari- 
ous branches of Betriebswirtschaftslehre, nor is there an end of 
the controversies about its general principles. Corresponding to 
the division of Volkwirtschaftslehre, “economics,” into Allge- 
meine or Theoretische Volkswirtschaftslehre, “general or theo- 
retical economics,” and Spezielle or Praktische Volkswirt- 
schaftslehre, “special or practical economics,” the various 
branches are often grouped under two main topics: Allgemeine 
or Theoretische Betriebswirtschaftslehre and Spezielle or Prak- 
tische (also Angewandte) Betriebswirtschaftslehre. While the 
former aims to combine and systematize the mass of carefully 
selected factual material, the latter tries to apply the results of 
the former and to derive from them the principles and rules for 
a methodical management of enterprises. Sometimes, as in the 
system of Nicklisch, we find a further subdivision of each of 
them into one part dealing with the questions of internal man- 
agement and another dealing with the questions arising from 
the relationships between enterprises. But the table of courses 
at the Cologne institute*® will better serve to explain what fields 
of economics are included under the term Betriebswirtschafts- 
lchre than any definition or attempt at subdivision. The table is 

* Publisher, Industrieverlag Spaeth & Linde, Berlin. 

* Publisher, G. A. Gloeckner, Leipzig. About further periodicals, see K. 
Schmaltz, “Zeitschriften fiir Betriebswirtschaftslehre,” in Archiv der Fortschritte 
betriebswirtschaftlicher Forschung und Lehre, op. cit. 

* See Appendix C for the offerings in Betriebswirtschaftslehre at Cologne. 
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taken from the very interesting report given by the Wirtschafts- 
und Sozialwissenschaftliche Fakultat at the University of Co- 
logne, covering the period 1919~24. 

Not all schools of commerce have such a well-rounded-out 
system of lectures and seminars for Betriebswirtschaftslehre. 
According to the bulletins for the summer term, 1925, the total 
of lectures and seminars in Betriebswirtschaftslehre is as shown 
in Table I. 











TABLE I 
Location of School | Number of | Week Hours| Seminars | Week Hours 
RE bald wens an ee 21 30 20 28 
ee 19 29 16 26 
Kénigsberg........ II 33 8 16 
Es ding ck cewed 18 37 II 21 
Mannheim......... 17 27 14 27 
as aad wadaar 9 17 4 8 
Niirnberg.......... 10 22 9 16* 

















ye 
- « «” in Deutsche Akademische Rundschau, 6. Ja gZ, nr. 8. 

The other two important fields of study are, as previously 
mentioned, Volkswirtschaftslehre, “economics,” and law. The 
Volkswirtschaftslehre has to supplement the Betriebswirt- 
schaftslehre.* While the latter deals primarily with a particular 
economic activity, the former handles the economic problems in 
relation to the whole economic structure. The purpose of the 
lectures in economics is to make the student conversant with 
economic principles, and to give him a survey of the history of 
economic theory, and to make him familiar with the relation of 
the individual enterprise to the national economic body as a 
whole. Though all the fields of special interest for a business 
man are emphasized, the study of theory is not in any way 
neglected. In fact, theory is being stressed more now, because of 
the general recognition of its value as a means of coping with the 

™Compare Pohle, Nationalékonomische Theorie und Handelshochschule: 
Frankfurter Rektoratsrede 1905 (Jena: G. Fischer, 1905); and Behrend, “Die 


Volkswirtschaftslehre an den Handelshochschulen,” in Deutsche Akademische 
Rundschau, 6. Jahrgang, nr. 8., 1925. 
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complicated problems of modern industry. The table of courses 
given in Volkswirtschaftslehre and related fields is presented as 
an illustration.** Usually the specialization of courses goes fur- 
ther than in the corresponding university department of eco- 
nomics. 

The instruction in law, the third main field, does not aim to 
train officials or lawyers as the university department does.” In 
addition to general instruction in the principles of jurisprudence 
and in the constitutional and administrative structure of the 
modern states, special instruction is given in all those parts of 
civil and public law (such as commercial law, banking law, 
bankruptcy law, law of bills of exchange, etc.), the application 
of which is of particular importance in the business world, and 
in the regulations affecting everyday life.** Depending upon the 
system of instruction, a large number of the special courses and 


See Appendix D for the offerings in Volkswirtschaftslehre and Soziologie. 


* Compare P. Eltzbacher, “Das Rechtsstudium an den Handelshochschulen,” 

in Deutsche Akademische Rundschau, 6. Jahrgang, nr. 8, 1926. 

- RECHTWISSENSCHAFT 

(Courses given in Berlin in the summer, 1925. Numbers in brackets mean the 

number of week hours) 

Biirgerliches Recht (4). Civil law. 

Handelsrecht (4). Commercial law. 

Wechsel- und Scheckrecht (1). Law on bills of exchange and checks. 

Rechtsformen der Unternehmung (1). Legal form of enterprise. 

Die Benutzung von Rechtsformen zur Begriindung wirtschaftlicher Abhangig- 
keitsverhiltnisse und ihre Grenzen (1). The use of legal forms for the estab- 
lishment of relations of economic dependence and its limits. 

Unlauterer Wettbewerb (1). Unfair competition. 

Zivilprozessrecht (2). Law of civil suits. 

Arbeitsrecht (2). Labor law. 

Gewerberecht (mit Beriicksichtigung des Wirtschafts- und Kartellrechts) (1). 
Trade law (cartel law). 

Enzyklopiadische Einfiihrung in das gesamte 6ffentliche Recht (3). Public law, 
introductory course. 

Allgemeine Staatslehre, als Einfiihrung in das Staatsrecht (2). General theory of 
state as an introduction to national law. 

Die Idee und die Verfassung des Vélkerbundes (1). Idea and constitution of the 
league of nations. 

Five different law seminars (9) and a sixth (2) dealing with the new German 

constitution. 
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seminars are conducted by professional men from outside the 
university. The Cologne institution, before becoming a part of 
the newly founded university, never used a professor of private 
law, but always a professional lawyer, judge, or government offi- 
cial. Divisions of the subjects and methods of instruction were 
in this way developed which were different from those found in 
the university faculty of law. After the fusion of the Cologne 
School of Commerce with the Cologne University these special 
courses were retained side by side with the regular law courses 
of the university. 

Besides these three fields of study which form the backbone 
of the instruction and which always constitute a part of the ex- 
amination, there are a number of others which may be taken as 
optional fields in the examination. Thus we find at the various 
schools a number of courses dealing with commodities of com- 
merce, with natural science, and with laboratory practice, giving 
special emphasis to chemical and mechanical technology. The 
purpose of these courses is to give the prospective business man 
an opportunity to acquaint himself with the fundamental prin- 
ciples of technical work and its applications in business. 

Not all the schools of commerce offer courses in all these 
branches, and there is a difference in the emphasis laid on the 
various fields, and consequently a sort of specialization on the 
part of the individual institutions. This specialization may be 
due to the location of the school (Cologne, for example, favors 
industry and transportation, while Berlin and Frankfurt stress 
money and banking) or it may be due to special interests of the 
professors (at Cologne accounting and cost accounting). In 
addition there are some schools which grant a diploma in special 
subjects: taxation (Leipzig), auditing (Leipzig, K6nigsberg, 
and Cologne), insurance (Frankfurt), and social service and 
public administration, i.e., Diplompriifung fiir Sozialbeamte und 
fiir Kommunalbeamte (Frankfurt, Cologne). 

In connection with the preparation of teachers of commer- 
cial schools, various courses are offered in pedagogy. Most insti- 
tutions give also courses in history, political science, literature, 
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history of art, etc. for general educational purposes.** Modern- 
language instruction is offered in every school.** Finally, the 
student may get instruction in stenography and bookkeeping. 
As in the university, the underlying principle of inquiry and 
teaching is that of academic freedom. The students generally 
have no compulsory plan of study, but usually the school gives 
an advised plan and it is necessary to have attended a certain 
number of courses in order to pass the examination.*’ There are 
four different kinds of instruction: the lecture, the seminar (in- 
cluding Ubungen and Arbeitsgemeinschaften), visiting typical 
manufacturing and commercial houses, and travels to important 
seaports or commercial towns in Germany and foreign countries. 
The seminar method usuaily takes a greater amount of time than 
at the university, and the students’ excursions are very much 
emphasized. Before the war they even included trips as far as 
South Africa and the Orient. In the last few years an effort is 
being made to re-establish these opportunities by sending stu- 
dents to the Balkans, to England, and to the United States. 
Corresponding to the development at the universities there 


are not only various seminars equipped with special reference 


* Concerning general cultural courses, see W. Peters, Die Philosophischen 
Disziplinen an der Handelshochschule (Mannheim: Verlag J. Bensheimer, 1920). 


* Concerning language instruction, see L. Jordan, “Der Bildungswert philo- 
logischhandelssprachlicher Lehre an den Handelshochschulen,” in Zeitschrift fiir 
Handelswissenschaft und Handelspraxis, Helt 8, 1922; Ch. Glauser, “Das Sprach- 
studium an den Handelshochschulen unter besonderer Beriicksichtigung der 
kaufminnischen Diplompriifung,” Monatliche Beilage der Deutschen Wirtschafts- 
zeitung, Jahrgang X (1914), nr. 11; E. E. J. Messing, “Handelshochschule und 
Sprachwissenschaft,” in Deutsche Handelslehrerzeitung (1921), p. 325; A. Schir- 
mer, “Handelsschule und Sprachwissenschaft,” in Zeitschrift fiir Handelswissen- 
schaft und Handelspraxis, 15. Jahrgang (1922), Heft 2; W. H. Wells, “Die 
Behandlung der Sprachen an den Handelshochschulen,” ibid. (1922), Heft. 9. 

The number of languages in which instruction is given (summer semester, 
1925) is: in Berlin, 7; at Cologne, 6; at Frankfurt, 10; at Konigsberg, 6; at 
Leipzig, 10; at Mannheim, 5; at Munich and at Niirnberg, 4. The languages are 
English, French, Spanish, Russian, Italian, Polish, Portuguese, Roumanian, Turk- 
ish, Chinese, Dutch, Swedish, Flemish, Japanese (listed in the order of the fre- 
quency in which they are given at the various schools). 


* Such an advisory plan is published annually in the bulletin of the Institute 
of Technology, Munich. 
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libraries for the particular fields in question, but also special 
research institutes which sometimes form the scientific center 
for the editing of periodicals and series of publications. 

At Cologne we find a research institute for Sozia:wissen- 
schaft and another one for transportation. The former has two 
departments, one of sociology and one of social policy. Each of 
these, as well as the institute of transportation, edits a periodi- 
cal.** Frankfurt has a well-equipped research institute which is 
primarily engaged in a study of the history and theory of social- 
ism. At Mannheim the institute for research in Betriebswirt- 
schaftslehre is editing a series of publications dealing with this 
particular field. Leipzig has a special institute for questions of 
taxation, as well as one for problems of international economics. 
Niirnberg recently established an institute for Wirtschaftsbeo- 
bachtung. This statement is not at all complete, but may serve 
as an illustration of the different types. 

Every school of commerce has its collection of balance 
sheets of joint stock companies; of prospectuses, and other ma- 
terial published by banking, industrial, and commercial firms, 
chambers of commerce, corporations, etc.; and collections for 
instruction in chemical and mechanical technology and com- 
modities of commerce. Very often there is attached to one of 
the research institutes a systematic clipping archive to keep 
abreast of the current problems at a time when the statistical 
and other reference books are not yet available. 


STUDENTS AND EXAMINATIONS 


Until recently there was a marked difference between the 
entrance requirements of the universities and those of the 
schools of commerce. While the universities, aside from cases 
of exceptional students, always require the Abitur for entrance, 
the schools of commerce, up to the last vear, admitted also stu- 

* Kélner Vierteljahrshefte fiir Sosiologie (Miinchen, Leipzig: Duncker & 
Humblot); Kélner sozialpolitische Vierteljahrsschrift (Halberstadt: Meyer), 
both edited by the four directors of the research institute for Sozialwissenschaf- 
ten: Chr. Eckert, H. Lindemann, M. Scheler, and L. von Wiese; Zeiischrift fir 
Verkehrwissenschaft, edited by the director of the institute for Verkehrswissen- 
schaft: A. F. Napp-Zinn (Leipzig: Verlag G. A. Gloeckner). 
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dents who had completed only the first six years of one of the 
Héohere Schulen or its equivalent. But before entering the school 
they had to spend a certain number of years, usually at least 
two, in business. Recently this situation has been changed. 
While the entrance requirements have remained nearly the same 
as before, the students who have not passed the Abitur cannot 
be admitted to the ordinary diploma examination before having 
passed an examination which is regarded as a substitute for the 
Abitur.* This provision is made partly in order to have about 
the same entrance requirements as a regular university, and 
partly not to lose men to business after a six-year course, the 
general opinion of the teaching staff being that these men are 
usually competent to follow with profit the instruction of the 
school of commerce.*® Women are admitted on an equal footing 
with men, but they constitute only a very small part of the 
regularly matriculated students (1909 only 3 per cent, 1914 
about 7 per cent, during the war up to 1114 per cent, and now 
about 9 to 10 per cent). Also foreigners are admitted, but spe- 
cial applications are needed. This regulation was introduced 
before the war, because the influx of foreigners had grown to 
undue proportions at some places, especially at Berlin and Leip- 
zig." During some years more than half of the Leipzig students 
were from foreign countries, mostly from Russia and the Balkan 
states, and often the lack of a sufficient knowledge of German 
seriously retarded the instruction. 

Besides the regularly matriculated students there are two 
other classes; at some places, such as Leipzig, only one. The 
first group is composed of the Hospitanten, “special students,” 
and the second, of auditors. The Hospitanten include those who 
meet the requirements of the regular students, but who, because 
of other activities, are prevented from becoming regular stu- 

*” Only the Leipzig school of commerce has not yet introduced the new en- 
trance requirements. 


* Compare, for example, “Das Immaturenproblem,” in Fiinfjahresbericht, 
(Cologne), p. 31. See Appendix A. 

™ Compare W. Le Coutre, “Die Auslander an den deutschen Handelshoch- 
schulen,” Beilage zur Deutschen Wirtschaftszeitung, Jahrgang 10, 1914. 
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dents and from preparing themselves sufficiently for an exam- 
ination. The second group, the auditors, are those who do not 
meet the requirements of regular admission. They are allowed 
to attend only certain kinds of lectures and are not admitted to 
an examination. A minimum age, usually eighteen, is always 
demanded. 

Until the last year a minimum attendance of four semesters 
was required for admission to an examination. But the required 
work was growing so rapidly that it could not be done in four 
semesters. So the new order of studies which was put into oper- 
ation in 1924 demands a minimum attendance of six semesters 
before the admission to the regular diploma examination. Be- 
sides, a certain time in practical business life is required of those 
with the Abitur (six months to one year) as well as of those 
without the Abitur (two to three years). After passing a diplo- 
ma examination the student receives the degree of Diplomkauf- 
mann, probably corresponding approximately to the Master’s 
degree as conferred in the United States. But since a large num- 
ber of students do not have the time to stay six semesters, there 
is a possibility of an examination after four semesters, the so- 
called examination for Praktische Kaufleute (practical mer- 
chants), though there is no degree connected with it. Both ex- 
aminations are partly written and partly oral. The examination 
of the Diplomkaufmann requires a kind of thesis. No student is 
obliged to pass any examination at all, and actually the number 
coming up for the trial is relatively small, as no privilege is at- 
tached to the successful passing of these two examinations.” 

There is still a third examination. The second chief aim of 
the school of commerce is, as previously mentioned, the prep- 
aration of teachers of commercial schools. A minimum of six 
semesters, at some places (as Leipzig) eight semesters, is re- 


“In addition to the type of education characterized by the Diplomkauf- 
mann, the Munich institution has another one characterized by an emphasis on 
both the technical and the economic fields. The final examination is called Di- 
plomwirtschafter. The time of study is at least eight semesters. The purpose is to 
give an education in economics and technical fields in order to train men for 
administrative positions in industrial enterprises and associations. 
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quired for admission to the examination for the teacher’s diplo- 
ma (Diplomhandelslehrer).** 

The examination for the Diplomkaufmann consists of (a) 
four required fields: (1) Allgemeine Betriebswirtschaftslehre, 
“general business administration,” (2) Besondere Betriebswirt- 
schaftslehre, “special business administration,” either bank 
management or factory management or commerce of com- 
modities (Betriebswirtschaftslehre des Warenhandels), (3) 
Volkswirtschaftslehre, “economics,” including financing, and 
(4) the parts of law important for business including the princi- 
ples of public law; and (0d) one optional field, such as public 
law, commercial geography, insurance, financing and taxation, 
co-operative movement, statistics, foreign languages, chemistry 
or physics, with special emphasis on chemical or physical tech- 
nology. The examination for the teacher’s diploma has (a) two 
required fields: (1) Allgemeine Betriebswirtschaftslehre, “gen- 
eral business administration,” and (2) pedagogy and (0) three 
optional ones, which must all be chosen from one of the three 
following major groups: (1) the economic group consisting of 
Besondere Betriebswirtschaftslehre, “bank management, or in- 
dustrial management, or commerce of commodities,” Volkswirt- 
schaftslehre, including financing and the parts of law important 
for business including the principles of public law; (2) the lan- 
guage group, consisting of (a) Volkswirtschaftslehre, or (a) 
law, or (a2) commercial geography, each with either (5 and c) 
two foreign languages or (6) one foreign language and (c) 
German, or (c) commercial geography, or (c) economic his- 
tory; (3) the technological-geographical group consisting of 
(a) chemistry, and () physics, both with special emphasis on 
the technological side, and (c) commercial geography.™ 

The examination for Praktische Kaufleute consists of four 
required fields: (1) Betriebstechnik, “business administration,” 

* Concerning special examinations, see page 570 of this article. 

“For further details, see J. Oberbach, Der Diplomhandelslehrer (K6ln, 


1925), and K. von der Aa, “Studium und Priifung fiir das Handelslehramt in 
Deutschland,” in Akademische Rundschau, 7. Jahrgang, nr. 6. 
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(2) principles of economics, (3) principles of private and pub- 
lic law, and (4) a foreign language, or commercial geography, 
or economic history. 

These regulations are those of the Prussian schools of com- 
merce (Berlin, Konigsberg, and the Wirtschafts- und Sozialwis- 
senschaftliche Fakultdten at Cologne and Frankfurt).*° The 
regulations of the other four schools of commerce vary in details, 
but the underlying idea is quite the same. ; 


PROBLEMS AND TRENDS 


The new so-called Studienreform, with its tendency toward 
increasing the entrance requirements and examinations and 
toward extending the time of study, shows clearly one of the 
chief trends of the schools of commerce. They tend to approach 
the requirements and the level of a regular university. This en- 
deavor is closely connected with another one: to obtain, the 
same as the other professional colleges, an acknowledgment of 
equal footing with the universities, for the schools of commerce 
are not officially classed as universities, in spite of the regulations 
of the Studienreform. The schools of commerce still lack one im- 
portant right: they are not allowed to confer the Doctor’s de- 
gree. With the exception of Cologne and Frankfurt (which nat- 
urally got this right in the moment of their transformation into 
university faculties), the schools of commerce are still fighting 
for it. As the controversy over this question throws light on some 
of the present problems of business education, it is worth while to 
give a brief sketch of some arguments and counter-arguments.” 

* The details of the regulations of ali these examinations for Prussia may be 
seen in O. Benecke, Die Priifungen fiir Kaufleute an den Universitatem und 
Handelshochschulen in Preussen, 2d ed. (Berlin, 1925). 

* Compare, for example, Eisfeld, “Handelshochschulen und Promotions- 
recht,” in Zeitschrift fiir Handelswissenschaft und Handelspraxis, Hochschul- 
nummer, 1923-24, Heft 11-12; W. Dahnhardt, “Promotionsrecht fiir Handels- 
hochschulen oder kulturelle Monopole fiir Universitaten,” in Deutsche Akade- 
mische Rundschau, 6. Jahrgang, nr. 19, 1925; K. Schmaltz, “Das Promotionsrecht 
der Handelshochschule Berlin,” in Deutsche Akademische Rundschau, 7. Jahrgang, 
nr. 6; written from the opposite point of view, L. Bernhard, “Braucht Deutsch- 
land einen neuen Doktortitel?” in Lokalanzeiger, Berlin, May 16, 1925; Jastrow, 
in Berliner Tageblatt, 6.VIII., 1925; etc. 
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Those who wish the schools to have this right point in the 
first place to the achievements of the new Studienreform. But 
they are moved by another very substantial consideration. The 
Doctor’s degree is of much more importance in the social and 
practical life of Germany than the less-known degree of Diplom- 
kaufmann. Therefore the Doctor’s degree is eagerly sought. In- 
asmuch as Cologne and Frankfurt can confer the Doctor’s de- 
gree, there is a steady flow of students to them after four to six 
semesters spent at other schools. The other schools lose many 
of their best older students, and this fact tends to lower the level 
of their advanced seminars. Moreover, it is pointed out that if 
the remaining schools of commerce had this right they not only 
would not lose these students, but would even attract some who 
are now at the university. 

The opposition is to a certain degree an expression of the 
old struggle between humanism and realism. This struggle is 
probably one of the causes of a resolution®’ which the Deutsche 
Hochschulverband (representing the teaching staff of all the 
universities and professional colleges of university rank, with 
the exception of the schools of commerce) passed at its meeting 
in January, 1925, and of a similar resolution of the university 
students. Both resolutions opposed allowing the schools of com- 
merce to confer the Doctor’s degree. 

It must be remembered, however, that some persons who 
acknowledge the work of the schools of commerce to be on an 
equal footing with that of the other professional colleges of uni- 
versity rank are very skeptical of whether the right in question 
would bring any advantage to the schools of commerce. They 
are afraid that the specific character of the schools of commerce 
as practical professional institutions might be spoiled and that 
the schools’ close connection with practical life would recede 
into the background on account of an overemphasis on that 
scientific and theoretical side of education which is essentially 


* Text of the resolution in Mitteilungen des deutschen Hochschulverbandes, 
February, 1925. See also the articles in nr. 3, 5. Jahrgang of the Zeitschrift des 
Verbandes deutscher Diplomkaufleute, and in nr. 8, 6. Jahrgang of the Deutsche 
Akademische Rundschau. 
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connected with the preparation of a doctoral thesis. And they 
also fear that the Doctor’s degree might lose its scientific char- 
acter. 

As things are now, at least the Berlin School of Commerce 
is likely to get the right of conferring the Doctor’s degree in the 
near future.** 

The transformation of the Cologne and Frankfurt institu- 
tions into university faculties raised a number of problems for 
both the schools of commerce and the universities. The schools 
of commerce had built up their own type of instruction in eco- 
nomics and law, differing from that of the universities. The kind 
of specialization of courses, the methods of instruction, the lec- 
turing of professional men—all these measures were adapted to 
the special needs of commercial education and to the psychology 
of prospective business men. The question arose whether it 
would be possible to retain these achievements without neglect- 
ing the tasks of a university faculty. In the field of law, for ex- 
ample, Cologne, up to the present time, has conducted different 
courses for the students of law and the students of commerce. 
The tendency is at present to work out an amalgamation: to 
take over courses dealing with the economic aspects of law into 
the old university curriculum and to restrict the separate lec- 
tures to very specialized topics. So far it is not clear whether 
this solution will be satisfactory for both the students of law and 
the students of commerce or whether it is a compromise detri- 
mental to both. 

And also from the viewpoint of the universities, the trans- 
formation of the Cologne and Frankfurt schools brought up a 
number of questions. The Betriebswirtschaftslehre, which there- 
tofore had seldom been found in the university curriculum, now 
gained strong foothold in the university. This invasion, together 
with the recent establishment of a new university examination 
which includes the Betriebswirtschaftslehre among others as a 
compulsory field, may affect profoundly the character of the 
university department of economics. 

* Compare Deutsche Akademische Rundschau, 6. Jahrgang, nr. 23-24. 
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This examination, the so-called Diplomvolkswirt, was intro- 
duced in 1923 in connection with the (not yet completed) reform 
of the study of economics at the university. Up to that year a 
student could be admitted to the doctoral examination after six 
semesters. Outstanding authorities considered this time insuffi- 
cient for a thorough study of economics. At some institutions 
abuses had taken place which brought into discredit the doctor 
rerum politicarum. Therefore the reform seeks to lengthen the 
required time to at least eight semesters, and introduces the 
Diplomvolkswirt examination, which may be passed after the 
completion of six semesters and is a necessary prerequisite to 
admission to the doctoral examination. Among the university 
staff there is a strong opposition to this examination, and some 
outstanding economists consider it a menace to successful scien- 
tific training in Volkswirtschaftslehre.* But the examination is 
now an established fact and brings into the old universities a 
kind of business education, since every student has to be exam- 
ined in the Betriebswirtschaftslehre. To a certain degree the 
Diplomvolkswirt corresponds to the Diplomkaufmann of the 
schools of commerce. But while the latter emphasizes the Be- 
triebswirtschaftslehre in the first instance, the former lays more 
stress on law and Volkswirtschaftslehre. According to a regula- 
tion of 1924, the three examinations, the Diplomvolkswirt, the 
Diplomkaufmann, and the Diplomhandelslehrer are on a par 
with respect to admission to the doctoral examination. In other 
words, a student of the school of commerce, after passing the 
Diplomkaufmann or the Diplomhandelslehrer, may go to a uni- 
versity and prepare himself in a minimum of two semesters for 
the doctoral examination under the same conditions as the 
Diplomvolkswirt. 

The consequences of these new regulations are not yet en- 
tirely clear. The situation is especially complicated for Cologne 
and Frankfurt, which have all three examinations (the Diplom- 
volkswirt, the Diplomkaufmann, and the Diplomhandelslehrer), 

* Compare B. Schmidtmann, Die Verdrangung des sozialwissenschaftlichen 


Universitatsstudiums durch das Wirtschaftsdiplom (Diisseldorf, 1926) which 
gives further literature in a footnote on page 3. 
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one beside the other. At present the universities have difficulty 
in furnishing adequate instruction in Betriebswirtschaftslehre, 
and it seems rather doubtful whether the mutual stimulation of 
Volkswirtschaftslehre and Betriebswirtschaftslehre (which out- 
standing economists of both the schools of commerce and the 
universities regard as worth while and as important for the fu- 
ture development of the Wirtschaftswissenschaft) will be fur- 
thered very much by the new Diplomvolkswirt examination. 

Going back to the schools of commerce, we find other note- 
worthy problems that are connected with the prospective devel- 
opment of the Betriebswirtschaftslehre. As already mentioned, 
the controversy about its fundamental principles has not yet 
come to an end, and the old question of whether Betriebswirt- 
schaftslehre is essentially Kunstlehre, “technique,” or a science 
in the narrow meaning of the term is still under discussion. Fur- 
thermore it shares the destiny of all science, in that there is 
an increasing specialization through the development of new 
branches, such as advertising, psychology of labor, etc. This 
specialization is already so far advanced that a want of scholars 
covering the whole field begins to be felt. 

The relation between Betriebswirtschaftslehre and Volks- 
wirtschaftslehre is frequently discussed—especially the ques- 
tion of whether or not the present sharp distinction (which is 
due in large part to the historical development) has an objective 
foundation. There is widespread opinion that interaction will 
promote both branches and that an important task of the future 
will be an organic co-operation.“ A similar problem exists as to 
the relation between the field of Betriebswirtschaftslehre as 
taught at the schools of commerce and the field of agricultural 
Betriebslehre and forestral Betriebslehre taught at the respec- 
tive professional colleges. So also, the transformation of the 
Munich school of commerce into the seventh department of the 
institute of technology stimulated the attempt to find a suitable 
way of supplementing the mere technical training of the engi- 
neers by an education in economics and business administration. 


“ Compare F. Schmidt, “Die Zukunft der Betriebswirtschaftslehre,” in Zur 
Entwicklung der Betriebswirtschaftslehre (Berlin, Wien, Leipzig: Leopold Weiss, 
1925). 
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The distrust of the business world toward the graduates of 
the schools of commerce, which was a chief problem in the early 
history of these institutions, has practically lost its sharpness. 
It becomes more and more obvious that commercial education 
of the highest type is a necessary product of the intricate condi- 
tions of modern business life. The work of the Association of 
German Diploma Merchants (Verband Deutscher Diplomkauf- 
leute),“* founded at Cologne in 1905, greatly contributed not 
only to the destruction of that distrust but also to the removal of 
difficulties which often arose between the Diplomkaufleute and 
business men who had not had a school of commerce education.** 

The serious economic upheaval in Germany after the war 
caused new difficulties. The libraries were unable to acquire cur- 
rent literature; much less could they buy the foreign literature 
which had appeared during the war. In like manner it was im- 
possible to equip the special research institutes with the mate- 
rials necessary for the investigation of their problems. At the 
same time the number of students was constantly increasing, 
while the teaching staff could not be proportionally increased 
because of financial reasons.** 

It is apparent that a large number of problems remain to be 
solved. But if we look at the development of the schools of com- 
merce as a whole, we may say with confidence that the structure 
of business education is so firmly established, and has so clearly 

“ This association has now about two thousand members. The chief office 
is at Brandenburg an der Havel. Compare the article of Pfundt, “Der Verband 
deutscher Diplomkaufleute e.V.”, in Deutsche Akademische Rundschau, 6. Jahr- 


gang, nr. 8, and various articles of the Zeitschrift des Verbandes Deutscher Di- 
plomkaufleute. 

“ Concerning the positions held in business by the men who left the schools 
of commerce with the degree of Diplomkaufmann, compare the statistical ma- 
terial presented by W. Pfundt in the article “Studium und Berufsstellung der 
Diplomkaufleute,” in Zeitschrift des Verbandes Deutscher Diplomkaufleute, 5. 
Jahrgang, nr. 4. 

“ Professor Schmidt makes the estimate, based on official statistics, that 
there was one professor for every 516.6 students in Betriebswirtschaftslehre at 
the Prussian institutions, while the average is one professor for every 24.5 stu- 
dents in the faculties of philosophy and natural science, and one professor for 
every 58.4 students in the faculties of law (Kélnische Volkszeitung, 4. Juli, 1925, 
2. Morgenblatt). 
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proved its necessity as a part of the commercial growth of Ger- 
many, that a way will be found out of the present difficulties. 
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1906. 

Kine, A.: Handbuch fiir das Berufs und Fachschulwesen. Leipzig, 1923. 

ZieGLER, A.: Handbuch fiir das kaufmannische Unterrichtswesen in 
Deutschland. Leipzig, 1916. 


II. GERMAN SCHOOLS OF COMMERCE IN GENERAL 

Apt, M.: Zur Handelshochschulbewegung in Deutschland. Berlin, 1907. 

Apt, M.: “Handelshochschulen,” article in Deutschland unter Kaiser Wil- 
helm II, Vol. II. Berlin, 1914. 

ArnpT, Paut: Die Bedeutung der Handelshochschule fiir den Kaufmann. 
Berlin, 1905. 

Arnpbt, Paut: Das Studium auf der Handelshochschule. Berlin, 1903. 

Bucuer, K.: “Die Handelshochschulbewegung in Deutschland,” article in 
Biicher: Die Entstehung der Volkswirtschaft, Vortrage and Aufsatze, 
2. Sammlung. Tiibingen, 1918. 

BucHeErR, K.: Der deutsche Kaufmann und die Handelshochschule. Leip- 
zig, 1910. 

Eckert, Cur.: Der Kaufmann und die Volksbildung. KGln, 1904. 

Eckert, Cur.: ‘“Handelshochschulen,” article in the above-mentioned 
Handbuch fiir das kaufmannische Unterrichtswesen in Deutschland. 

Eckert, Cur.: “Handelshochschulen,” article in Handwérterbuch der 
Kommunalwissenschaften, Vol. II. Jena, 1922. 

Jastrow, J.: “Handelshochschulen,” article in Handbuch der Politik, Vol. 
III, 3d ed. Leipzig, 1921. 

KAHLER, W.: Wie studiert man auf der Handelshochschule? Violets Stu- 
dienfiihrer, VIII. Stuttgart, 1905. 

Pennporr, B.: Wie studiert man auf der Handelshochschule? revised ed. 
of the book of Kahler. Stuttgart, 1919. 

Prunpt, W.: “Die Handelshochschulen nach dem Kriege,” article in Han- 
delshochschulnachrichten, Beilage der deutschen Wirtschaftszeitung, 
16. Jahrgang, nr. 9, 1920. 
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Ill. INDIVIDUAL SCHOOLS OF COMMERCE 


Attention may be called to the statutes, the regulations (for example 
for admittance, for examinations etc.), and the regularly published bulletins 
of the various schools of commerce. In addition there are reports of the 
activities of the schools which are given below, together with the literature 
concerning the schools. 

A. BERLIN 

Apt, M.: Die Errichtung einer Handelshochschule in Berlin. Berlin, 1900. 

Jastrow, J.: Die Handelshochschule Berlin: Bericht iiber das erste Stu- 
dienjahr 1906-7, Berlin, 1908; for the year 1907-8, Berlin, 1909; for 
the year 1908-0, Berlin, 1909 (the latter volume contains a reprint of 
the first two reports). 

Bryz, A.: Bericht iiber das vierte und fiinfte Studienjahr der Handelshoch- 
schule Berlin, Berlin, 1911; iiber das sechste Studienjahr, Berlin, 1912; 
iiber das siebente Studienjahr, Berlin, 1913. 

ELTZBACHER, P.: Bericht iiber die Rektoratsperiode Oktober 1913 bis 1916. 
Berlin, 1916 (further reports are not published). 

KorPORATION DER KAUFMANNSCHAFT VON BERLIN: Die Eréffnung der 
Handelshochschule Berlin am 27.X. 1906, stenographische Berichte der 
Ansprachen. Berlin, 1906. 

KorPORATION DER KAUFMANNSCHAFT VON BERLIN: Die Handelshochschule 
Berlin, Zweck und Organisation, dem internationalen Pressekongress 
iiberreicht am 26. September, 1908. Berlin, 1908 (the same in English 
and French). 

KorPORATION DER KAUFMANNSCHAFT VON BERLIN: Festschrift zum hun- 
dertjahrigen Jubiléum am 2. Marz, 1920. Berlin, 1920 (contains a 
short history of the Berlin School of Commerce). 


B. COLOGNE 
1. Handelshochschule (School of Commerce) 


ScHUMACHER, H.: Die stadtische Handelshochschule in Kéln, Bericht iiber 
die ersten Studienjahre, Berlin, 1901; 2d ed., Berlin, 1901; 3d ed., Ber- 
lin, 1902; 4th ed., Berlin, 1903. 

Eckert, Cur.: Die stidtische Handelshochschule in Kéln, Bericht iiber 
die Studienjahre 1903 und 1904, Kéln, 1905; iiber das fiinfte Studien- 
jahr, Kéln, 1906; iiber die Studienjahre 1906 und 1907, Kéln, 1908; 
ber das Studienjahr 1908, K6ln, 1909; iiber die Studienjahre 1909 und 
1910, Koln, 1911 (Bericht iiber die Entwicklung der Handelshochschule 
im ersten Jahrzehnt ihres Bestehens unter besonderer Beriicksichtigung 
der Studienjahre 1909 und 1910) ; iiber die Studienjahre 1911 und 1912, 
Koln, 1913; iiber die Studienjahre 1913, 1914, und 1915, KGln, 1916. 

SCHMALENBACH, E.: Fiinfjahresbericht der Wirtschafts- und Sozialwissen- 
schaftlichen Fakultat der Universitit Kéln, 1919 bis 1924. KGln, 1925. 
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Eckert, Cur.: “Die Kélner Hochschule,” article in Die Stadt Kéln im 
ersten Jahrhundert unter Preussischer Herrschaft, 1815 bis 1915, Vol. 
II. Koln, 1916. 

FESTSCHRIFT ZUR EROFFNUNG DES NEUBAUES DER HANDELSHOCHSCHULE 
KOLN, 26.X. 1907. Koln, 1908. 

KOLNER UNIVERSITATSKALENDER. Edited by H. Wienkétter, 1920-21. 
K@ln, 1920; 1921-22, Kéln, 1921; 1924-25, KGln, 1924. 

2. Hochschule fiir kommunale und soziale Verwaltung 

Eckert, Cur.: “Hochschule fiir kommunale und soziale Verwaltung 
K@ln,” article in Handwérterbuch der Kommunalwissenschaft, Vol. II. 
Jena, 1922. 

Eckert, Cur., und Weber, A.: Hochschule fiir kommunale und soziale 
Verwaltung, errichtet durch die Stadt K6ln, 1914. 

Weser, A.: Die Kélner Hochschule fiir kommunale und soziale Verwal- 
tung, ihre Notwendigkeit, ihr Aufbau, ihre Lehrziele. K6ln, 1912. 


C. FRANKFURT 

ApickeEs, F.: Persénliche Erinnerungen zur Vorgeschichte der Universitat 
Frankfurt. Frankfurt, 1915. 

Die AKADEMIE FUR SOZIAL UND HANDELSWISSENSCHAFTEN ZU FRANKFURT 
AM Main. Jena, 1902. 

AKADEMIE FUR SOZIAL- UND HANDELSWISSENSCHAFTEN ZU FRANKFURT AM 
Matn. Berichte des Rektors (usually biennially) 1901 bis 1911. G. 
Fischer, Jena. 

AKADEMIE FUR SOZIAL- UND HANDELSWISSENSCHAFTEN ZU FRANKFURT AM 
Matn. Rektoratswechsel 1911, Jena, 1912; Rektoratswechsel 1913, 
Jena, 1914. 

Das HANDELSHOCHSCHULSTUDIUM AN DER UNIVERSITAT FRANKFURT AM 
Main. Sommerhalbjahr 1916. Frankfurt, 1916. 

KAHLER, J.: “Die Akademie fiir Sozial- und Handelswissenschaften in 
Frankfurt am Main,” article in Handelshochschulnachrichten, Beilage 
zur deutschen Wirtschaftszeitung, Jahrgang 10, 1914. 

PoHLE, L.: Handelshochschule und Universitat in Frankfurt am Main, 
ibid., Jahrgang 10, 1914. 

Vorct, A.: Die fiinfte Fakultaét der Universitat Frankfurt am Main, sbid., 
Jahrgang 11, 1915. 

Vorct, A.: Die Akademie fiir Sozial- und Handelswissenschaften zu Frank- 
furt am Main. Frankfurt, 1899. 


D. KONIGSBERG 
Werner, F.: Bericht iiber das Studienjahr 1915-16. Kénigsberg, 1916. 
BoOuMeE: “Missténde an der Handelshochschule Kénigsberg,” article in 
Deutsche Akademische Rundschau, 7. Jahrgang, nr. 6, 1925. 
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Werner, F.: “Die jiingste Handelshochschule,” article in Zeitschrift fiir 
Handelswissenschaft und Handelspraxis, Jahrgang 8, 1915 (another 
article in Jahrgang 1917, Heft 4-6). 

E. LEIPZIG 

JAHRESBERICHT DER HANDELSHOCHSCHULE 2U Lerpzic. Leipzig, 1899-1921 
(the reports of the Leipzig School of Commerce are published from the 
first year of its existence [1898-99] until 1921. Since 1912 they were 
edited by Professor Dr. Adler, the head of the school). 

ScHuLtTzE, E.: Handelshochschule Leipzig. Feier des Rektoratswechsels 
am 8. Mai, 1924. Bericht iiber die Rektoratstatigkeit vom 19. Juli, 
1922 bis 31. April, 1924, 0.J., 0.0. 

Dir JUBELFEIER DER HANDELSHOCHSCHULE LeErezic. Zum fiinfundzwanzig- 
jabrigen Bestehen, am 28. Mai, 1923. Leipzig, 1923. 

Raypt, H.: Die Handelshochschule zu Leipzig, die erste in Deutschland. 
Denkschrift. Leipzig, 1898. 


F. MANNHEIM 

Dir HANDELSHOCHSCHULE IN MANNHEIM. Heinrich Lanz—Gedichtnis- 
rede (contains also the statutes, examination regulations, etc.). Mann- 
heim, 1910. 

JAHRESFEIER DER HANDELSHOCHSCHULE MANNHEIM. Am 6. Juli, 1912. 
Mannheim, 1912. 

HANDELSHOCHSCHULE MANNHEIM. Bericht iiber das Wintersemester 
1912-13 und das Sommersemester 1913, Mannheim, 1913; iiber das 
Wintersemester 1914-15, Mannheim, 1915; Jahresbericht Studienjahr 
1914-15, Mannheim, 1915; Jahresbericht Studienjahr 1915-16, Mann- 
heim, 1916; etc., until Studienjahr 1920-21. Mannheim, 1921. 

ScHROTER: “Die Handelshochschule Mannheim,” article in Kaufmann und 
Leben, Zeitschrift fiir Handelswissenschaft und Handelspraxis, 1910- 
11, Heft 7. 

G. MUNICH 

Dire AUFGABEN DER HANDELSHOCHSCHULE MUNCHEN. Reden und Be- 
griissungen anlasslich der feierlichen Eréffnung. Anhang: Vorlaufiger 
Bericht iiber das Griindungsjahr 1910. Miinchen, 1911. 

Bonn, M.: Bericht iiber das Studienjahr 1911 bis 12, Miinchen, 1912, iiber 
die Studienjahre 1914 bis 1919. Miinchen, 1919. 

Stance, A. L.: Denkschrift zur Lésung der Handelshochschulfrage in Bay- 
ern. Miinchen, 1904. 


IV. PERIODICALS IN WHICH ARTICLES OR REPORTS ON THE SCHOOLS OF 
COMMERCE ARE OR HAVE BEEN PUBLISHED 
Handelshochschulchronik. Original Berichte iiber die Tatigkeit der Han- 
delshochschulen, Aachen, Kéln, etc. Edited by A. L. Stange (first num- 
ber, Miinchen, October 15, 1903; 33 numbers have been published, the 
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last one came out at Munich in June, 1906. Since January 1905, the 

title has been Handelshochschulnachrichten. July 1906 to 1920, pub- 

lished as supplement of the Deutsche Wirtschaftzeitung). 

Zeitschrift fiir das gesamte kaufmannische Bildungswesen. Leipzig und 
Berlin: B. G. Teubner. 

Zeitschrift fiir Handelswissenschaft und Handelspraxis. Edited by Nick- 
lisch. Stuttgart: C. E. Poeschel. (Heft 11-12, 1923-24, for exam- 
ple, deals only with questions of the schools of commerce.) 

Zeitschrift des Verbandes deutscher Diplomkaufleute. Edited by Pfundt. 
Brandenburg, Havel: Verlag des Verbandes. 

Also the other periodicals dealing with Betriebswirtschaftslehre which 
are mentioned in the article, as well as the periodicals covering the field of 
the lower commercial education, such as the Deutsche Handelsschulwarte, 
Deutsche Berufsschule, Handelsschullehrerzeitung, etc. publish articles 
about the schools of commerce. Special numbers dealing only with ques- 
tions of the schools of commerce were recently published by some periodi- 
cals on academic matters: Die Hochschulgemeinschaft, 2. Jahrgang, nr. 2, 
1925; Deutsche Akademische Rundschau, 6. Jahrgang, nr. 8, 1925, and 7. 
Jahrgang, nr. 6, 1925. 

Additional literature is given in the footnotes. 


APPENDIX B. CURRICULUMS OF HOHERE SCHULEN 


Some details about the curriculums will serve as further illustration of 
the four types of Héhere Schulen and will facilitate a comparison with the 
schools of other countries. The obligatory curriculums, during the first 
three years, consist of 26 to 27 hours per week, and during the last six years, 
of 29 to 30 hours per week, both plus four week-hours of gymnastics. 


FIELDS OF STUDY AND HOURS PER WEEK IN THE GYMNASIUM 
AND REALGYMNASIUM FOR THE NINE SCHOOL YEARS* 








ScHoot YEAR 





SuBject 
IV VI 





Religion....... 2 (2) 2 (2) 

3 (3) 3) | 3 (3) 

6 (4) | © (4) | 5 (3) 
6 6 


6 
2 (4) 


2 (4) 
4 (3) 
2 (2) 3) | 3 (3) 
1 (2) 1 (1) 
Mathematics. . 3 (4) 
Natural science (2) 2 (2) 
Drawing 
Singing 
































* Figures for Realgymnasium are in parentheses. 
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FIELDS OF STUDY AND HOURS PER WEEK IN THE OBERREALSCHULE 
AND DEUTSCHE OBERSCHULE FOR THE NINE SCHOOL YEARS* 








ScHoot YEAR 





SuBJECT 
IV Vv VI 





Religion....... 2 (2) | 2 (2) | 2 (2) 
3 (5) | 3 (s) | 3 (5) 
First foreign 


languagef... 5 (6) | 5 (6) | 3 () 
Second foreign 
language.... 5 
History 3 (3) 
Geography. ... r (2) 
Mathematics. ( 
Natural science 





2 (2) 


* Figures for Deutsche Oberschule are in parentheses. 

t The two foreign languages at the Oberrealschule are always modern ones, mostly English and 
French. The first foreign language at the Deutsche Oberschule is usually English; the second one, either 
Latin or a second modern one. The figures are taken per Stundentafeln sur Neuordnung des hoheren 
Schulwesens in Preuszen (Berlin, 1924) Weid: he Tas von Verfiigungen der Preuszischen 
Unterrichtsverwaliung. General regulations for the contents of courses in the Prussian Hohere Schulen 
are given in other numbers of the same collection. 
































APPENDIX C 


OFFERINGS IN BETRIEBSWIRTSCHAFTSLEHRE (BUSINESS ADMINISTRATION ) 
AT COLOGNE 


(The numbers in brackets indicate the number of week-hours) 


A. ALLGEMEINE BETRIEBSWIRTSCHAFTSLEHRE (GENERAL BUSINESS ADMINISTRATION ; 
BUSINESS SUBJECTS) 


1. Regular courses 


Allgemeine Betriebswirtschaftslehre (2). General business administration. 

Allgemeine Wertlehre (2). General theory of value. 

Grundlagen der doppelten Buchfiihrung und Abschlusstechnik (4). Princi- 
ples of double-entry bookkeeping and technique of balance. 

Die Bilanz (4). The balance account. 

Finanzierungen (3). Financing. 

Grundlagen des Warenverkehrs und der Warenkalkulation (2). The bases 
of commerce and commodity calculation. 

Grundlagen des Giiterverkehrs (2). Principles of traffic. 

Technik des Kredit- und Zahlungsverkehrs (3). Credit and methods of pay- 
ment. 

Technik des Kapitalverkehrs (4). 

Handelsnachrichtendienst (2). Commercial news service. 

Weltnachrichtenverkehr (1). International news service. 

Kaufmannisches Rechnen I und II (4). Business arithmetic I and II. 
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Buchhaltungswesen (2). Bookkeeping and accounting. 

Monatliche Gewinnberechnung (2). Monthly statement of profit and loss. 

Politische Arithmetik (2). 

2. Occasional courses 

Aufbau und Anwendung des Telegrammcodes (1). Organization and appli- 
cation of the telegraph code. 

Kartelle, Trusts, und Bewirtschaftungs- (Kriegs-) Gesellschaften (1). Cor- 
porations and trusts. 

Kameralistisches Rechnungswesen (1). Cameralistic accounting. 

Betriebswirtschaftliche Steuerlehre (1). Business and taxation. 

Technik der wirtschaftlichen Griindungen (1). The establishment of busi- 
nesses. 

Neuere Formen der Finanzierung (1). New forms of financing. 

Betrieb und Valuta (4). Enterprise and foreign exchange. 

Bilanz und Steuer (2). Balances and taxes. 

Die wirtschaftlichen Grundlagen des Gesellschaftsvertrages der Personal- 
gesellschaften (1). The economic basis of partnership. 


B. BESONDERE BETRIEBSWIRTSCHAFTSLEHRE. (SPECIAL BUSINESS ADMINISTRATION) 
1. Betriebswirtschaftslehre der Fabriken (Factory management) 
Grundziige der Fabrikorganisation (1). Principles of factory organization. 

Fabrikbuchhaltung (2). Factory bookkeeping. 

Selbstkostenberechnung der Industrie (1). Cost accounting of industry. 

Industrielles Rechnungswesen (2). Industrial accounting. 

Zuschlags- und Abteilungskalkulation (2). 

Verwaltungsgliederung der Grossbetriebe (1). Administration of big enter- 
prises. 

Betriebswirtschaftliche Arbeiterfragen (2). Personnel management. 

Three seminars (6). 


2. Betriebswirtschaftslehre der Handelsbetriebe (Commercial management) 
Handelsbetriebslehre (4). Commerciai management. 
Technik des Warenverkehrs (2). Technique of commerce of commodities. 
Die Technik des Ausfuhrhandels (1). Technique of export trade. 
Organisation des Zeitungsbetriebs (2). Organization of a newspaper enter- 
prise. 
Kalkulation im Handel (1). Commercial calculation. 
Two seminars (4). 


3. Betriebswirtschaftslehre der Banken (Bank management) 


Bankbetriebslehre (2). Bank management. 
Das Hypothekengeschaft (1). Mortgages. 
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Kontokorrent-, Devisen- und Bérsenverkehr (1). Current-account, bills of 
exchange, and stock exchange. 

Der internationale Zahlungsverkehr (1). International payments. 

Sparkassenwesen (1). Saving banks. 

Bank- und Boérsengeschifte (2). Banking and stock exchanges. 

Effektenhandel (2). Stock business. 

Zahlungs- und Kreditverkehr (3). Payment and credit. 

Private Kapitalanlage und Vermégensverwaltung. Private investment and 
trust companies. 

Emissionsgeschafte (1). Issuing business. 

Die Banken in den wichtigsten Landern (1). The banks of the leading 
countries. 

4. Treuhandwesen 


Revisionstechnik (2). Auditing. 
Betriebssteuern (2). Enterprise and taxes. 
Steuerrevisionen (2). Tax auditing. 
Treuhandpraktikum (2). 

Schitzungslehre (2). 

Seminars: 2. Ubungen and 2 Seminare (4). 


C. VERKEHRSWISSENSCHAFT. (TRANSPORTATION) 
1. Regular courses 
Einfiihrung in die Verkehrswissenschaft (1). Transportation, introductory 
course. 
Verkehrspolitik (2). Transportation policy. 
Verkehrswesen und Verkehrsrecht (2). Transportation and transportation 
law. 
Betriebswirtschaftslehre der privaten Verkehrsunternehmungen (2). Man- 
agement of private traffic enterprises. 
Die deutschen Eisenbahnen (1). German railroads. 
Die deutschen Eisenbahntarife (1). Rates of the German railroads. 
Binnenschiffahrt und Spedition (1). Inland shipping and transfer companies. 
F rachtgeschaft (1). The freight business. 
Seminars: 2. Ubungen and 2 Seminare (4). 


2. Occasional courses 


Kraftwagen und Luftverkehr (1). Motor and air traffic. 

Nordamerikanisches Verkehrswesen (1). Transportation in the United 
States. 

Fluss- und Seefrachtwesen (1). River and ocean shipping. 

Grossverkehrsfragen (1). Problems of transportation. 

Rheinische, insbesondere Kélner Verkehrseinrichtungen (1). Rhineland 
traffic institutions. 
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APPENDIX D 


OFFERINGS IN VOLKSWIRTSCHAFTSLEHRE AT COLOGNE 
(The numbers in brackets indicate the number of week-hours) 


1. Regular courses 

Einfiihrung in die Volkswirtschaftslehre. (Allgemeine Volkswirtschafts- 
lehre I.) (3). Introduction to economics. (General economics I.) 

Wert, Preis, Geld, Kredit und Einkommen (Allgemeine Volkswirtschafts- 
lehre II.) (3). Value, price, money, credit, and income. (General eco- 
nomics II.) 

Geldtheorie (2). Theory of money. 

Geld und Wahrung (2). Money and currency. 

Agrarwesen und Agrarpolitik (2). Agrarian policy. 

Industriepolitik (2). Industrial policy. 

Handelspolitik (2). Trade policy. 

Verkehrspolitik (2). Transportation policy. 

Bankwesen und Bankpolitik (2). Banking and banking policy. 

Weltwirtschaftslehre (2). World economy. 

Geschichte der Volkswirtschaftslehre. I. Von der Antike bis Adam Smith 
(2). History of economics. I. to Adam Smith. 

Geschichte der Volkswirtschaftslehre. II. Von Adam Smith bis zur Gegen- 
wart (2). History of economics. II. from Adam Smith to the present day. 

Theorie und Geschichte des Sozialismus (2). Theory and history of so- 
cialism. 

Praxis der Handelskammern und wirtschaftlichen Verbande (2). Activity 
of the chambers of commerce and economic associations. 

Volkswirtschaftliche Quellen und Literaturkunde (1). Bibliography of eco- 
nomics. 

Einfihrung in die Methodik wissenschaftlichen Arbeitens (1). Introduc- 
tion to the methods of scientific research. 

In addition, fourteen seminars (Kolloquien, Ubungen, and Seminare) about 
the material presented in the lectures (28). 


2. Occasional courses 

Tagesfragen der Wirtschaftspolitik (1). Present-day questions of economic 
policy. 

Das deutsche Wirtschaftsleben (1). German economic life. 

Kartelle und Trusts (1). Cartels and trusts. 

Unternehmer und Unternehmungen (1). Entrepreneur and enterprises. 

Geschichte der Technik im Hinblick auf die Wirtschaft (1). History of 
technique in regard to economics. 

Konjunkturen und Krisen (2). Business cycles and crises. 

Presse und Wirtschaft (1). Press and economic life. 
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Organisation der wirtschaftlichen Produktion (1). Organization of pro- 
duction. 

Die wirtschaftlichen Unternehmungen der Stadte und ihre Anstalten (1). 
Economic enterprises of cities and their institutions. 

Weltwirtschaftliche Probleme der neueren Zeit (1). International economic 
problems of modern time. 

Das deutsche Zollwesen (1). German tariff system. 

Neuzeitliche Landbautechnik (1). Modern agricultural methods. 

Das Problem der Sozialisierung im Wirtschaftsleben (1). Problems of 
socialization. 

Die Berufe des praktischen Volkswirtes (1). Opportunities for the profes- 
sional economist. 


WIRTSCHAFTSGESCHICHTE (ECONOMIC HISTORY) 
1. Regular courses 


Deutsche Wirtschaftsgeschichte I (bis 1800) (2). German economic his- 
tory I (to 1800). 

Deutsche Wirtschaftsgeschichte II (seit 1800) (2). German economic his- 
tory II (since 1800). 

Geschichte der Weltwirtschaft I und II (4). International economic his- 
tory I and II. 

2. Occasional courses 

Die Entwicklung der Handelspolitik der wichtigsten Staaten seit Anfang 
des 19. Jahrhunderts (1). The development of the commercial policy of 
the leading countries since the beginning of the nineteenth century. 

Die Wirtschaftsentwicklung von Rheinland und Westfalen (1). Economic 
development of Rhineland and Westphalia. 

Geschichtliche Entwicklung der Industrie und der Gewerbepolitik Deutsch- 
lands (1). Histerical development of German industry and commercial 
policy. 

Geschichtliche Entwicklung des Verkehrs und der Verkehrspolitik (1). His- 
torical development of transportation and transportation policy. 

Geschichte der deutschen Finanzpolitik im Uberblick (1). Outline of the 
history of the German financial policy. 

Grundgedanken der wirtschaftlichen und sozialen Entwicklung Deutsch- 
lands vom Mittelalter bis zur Gegenwart (1). Elements of the economic 
and social development of Germany from medieval times to the present 
day. 

Die treibenden Krafte in der geschichtlichen Entwicklung der Weltwirt- 
schaft bis zur Gegenwart (1). The leading forces of the historical de- 
velopment of international economics to the present day. 

Various seminars. 
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SOZIOLOGIE (SOCIOLOGY ) 
1. Regular courses 
Grundziige der Soziologie zur Einfiihrung in die Sozialwissenschaften (1). 
Principles of sociology as introduction to social sciences. 
Soziologie als Lehre von den menschlichen Beziehungen (Beziehungslehre) 
(1). Sociology as the knowledge of human interrelations. 
Wirtschaftssoziologie (3). Economic sociology. 
Verfall und Wiederaufbau der sozialen Gebilde (1). Decay and reconstruc- 
tion of social structures. 


2. Occasional courses 


Sexualsoziologie (1). Sociology of sex. 
Soziologie der Masse (1). Sociology of the masses. 


SOZIALPOLITIK UND KOMMUNALPOLITIK (SOCIAL POLICY AND LOCAL 
ADMINISTRATION ) 
1. Regular courses 
Einfiihrung in die Sozialpolitik (2). Social policy, introductory course. 
Sozialpolitik (2). Social policy. 
Arbeitsrechtliche Grundlagen der Sozialpolitik (2). Social policy and labor 
law. 
Kommunale Sozialpolitik (2). Social policy in local administration. 
Sozialpolitische Grundlagen des Arbeitsrechtes (2). Labor law and social 
policy. 
Die deutsche Sozialversicherung (1). German social insurance. 
Das Armenrecht und seine Verwaltung (1). Poor-law and its administration. 
Wohlfahrtspflege (2). Social welfare. 
Seminars: 4 Kolloquien, 2 Ubungen, and 2 Seminare (6). 


2. Occasional courses 


Arbeiterschutz (1). 
Der Stiadtebau (1). City planning. 
Stadtische Wohnungsfragen (1). Housing problems. 


FINANZWISSENSCHAFT (FINANCE) 


Finanzwissenschaft I und II (6). Finance I and II. 

Kommuhales Finanzwesen (2). Local finance. 

Reichs-, Staats- und Gemeindesteuern (2). National, state, and community 
taxation. 

Die Steuern vom Einkommen (2). Income tax. 

Die Steuern vom Vermégen (1). Property and personal property tax. 

Erbschaftssteuer und Grunderwerbssteuer (2). Inheritance tax and taxes 
on purchase of real estate. 

Die Verkehrssteuern (2). 

Umsatzsteuer (1). Tax on the turnover of business firms. 
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Stempelsteuer und Kapitalverkehrssteuer (2). 

Die Reichsabgabenordnung (2). 

Seminars: 3 Seminare and 3 Praktika (12). 

GENOSSENSCHAFTSWESEN (CO-OPERATIVE MOVEMENT) 

Einfiihrung in das Genossenschaftswesen (2). Co-operative movement, in- 
troductory course. 

Wirtschaftliche Grundlagen des Genossenschaftswesens (2). Economic 
bases of co-operative movement. 

Praxis des Genossenschaftswesens (1). Activities of co-operative move- 
ments. , 

Die deutschen Konsumgenossenschaften (1). German consumers’ associa- 
tions. 

Lindliches Genossenschaftswesen (2). Agricultural co-operation. 

Seminars: 1 Kolloquium (1). 


STATISTIK (STATISTICS) 
1. Regular courses 

Einfiihrung in die Statistik (3). Introduction to statistics. 
Theorie und Methode der Statistik (2). Theory and methods of statistics. 
Bevolkerungsstatistik (1). Population statistics. 
Wirtschaftsstatistik (1). Economic statistics. 
Konjunkturstatistik (1). Statistics of business cycles. 
Betriebsstatistik (1). Business statistics. 


Statistische Quellenkunde (1). Bibliography of statistics. 
3 seminars (6). 


2. Occasional courses 
Die Bevélkerung im kapitalistischen Zeitalter (1). The population in the 
capitalistic period. 
VERSICHERUNGSWISSENSCHAFT (INSURANCE) 
Einfiihrung in das Versicherungswesen (2). Insurance, introductory course. 
Die deutsche Sozialversicherung (2). German social insurance. 
Einfiihrung in das Recht des Versicherungsvertrages (1). Insurance law. 
Rechnungsgrundlage der Lebensversicherung (1). Life insurance accounting. 
Seminars: 2 Seminare and Ubungen (4). 


WIRTSCHAFTSGEOGRAPHIE (COMMERCIAL GEOGRAPHY ) 
Wirtschaftsgeographie von Europa (2). Commercial geography of Europe. 
Spezielle Standortskunde der Wirtschaftszweige (2). Location of industry. 
I seminar (1). 
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Statistics I and II are taken from the Cologne Fiinfjahresbericht. See 
Appendix A. 
III 


NUMBER OF REGULAR STUDENTS AT THE WIRTSCHAFTSWISSEN- 
SCHAFTLICHE ABTEILUNG OF THE INSTITUTE OF 
TECHNOLOGY, MUNICH* 

Semester Total Number 
Winter 1922-23 ee ; » Ve leh eo Se a 
Summer 1923 . ; ‘ ‘ , ‘ F ‘ ‘ é - 879 
Winter 1923-24 , ; ‘ ‘ ; ‘ ‘ . ‘ . 814 
gD) ne a ee a 
Winter 1924-25 ‘ ‘ . ‘ ‘ “ ‘ 3 ‘ - 606 


*Compare Werner, “‘Studium an der wirtschaftswissenschaftlichen Abteilung der Technischen 
Hochschule Miinchen,” in Betriebswirtschaftliche Rundschau, 1. Jahrgang, 12. Heft, Mirz, 1925. 


IV 


COMPARATIVE TABLE SHOWING INCREASE IN THE 
NUMBER OF REGULAR STUDENTS* 








NuMBER oF REGULAR STUDENTS 





ScHooL oF CoMMERCE 
1909] S 1914] Summer 1921} Summer 1924 








400 562 1,418 2,292 
441 628 2,567 2,543 
Frankfurt 298 618 1,950 1,402 
Leipzig. . 497 512 721 1,377 
Mannheim 5° 195 788 
Munich Tt 180 629 


1,686 2,695 9,031 




















* Schools of Niirnberg and Einiptos have not been listed here for comparison 


because they did not exist in 1909 and 1914. 


t Not yet established. 
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Vv 


TOTAL NUMBER OF DIPLOMKAUFLEUTE AND DIPLOMHANDELS- 
LEHRER WITH THE EXCEPTION OF MUNICH, 
AS OF JUNE 1, 1925* 
School of Diplomkauf- Diplomhandels- 
Commerce leute lehrer 


Berlin ee ee a ee ee ee 715 
Cee Oe le, er. ee 163 138 
Leipzig ... . ce Se eS Oe ae 511 
Mannheim wich, @ oe Ga. dena 619 188 
Niirnberg ‘ ; P : . , . ‘ 158 pach 
Frankfurt a gl cae" 2k. er Bae eae 0 Se ee 463 
0 a ee ee ee 526 

* The figures in tables, IV,and V, are taken from the article “Besuch und Besucher der Handels- 
hochschulen,” by H. Gaedicke, which gives other interesting statistical material about the number 


of — students and auditors, the age of students, prerequisite education, percentage of foreigners, 
profession of fathers, etc. Deutsche Akademische Rundschau, 7. Jahrgang nr. 6. 


AucustT WILHELM FEHLING 


BERLIN 





ANGELL’S THEORY OF INTERNATIONAL PRICES 


I 

So intimate has been the contact, at each stage of their de- 
velopment, between the theory of international trade and eco- 
nomic theory in general, that exploration in the history of the 
theory of international trade is well worth while, for the sake of 
general economic theory, as well as for its own sake. Up to the 
present, however, works on the historical side of the theory of 
international trade which were at once scholarly and compre- 
hensive have been completely lacking. Beyond cursory and 
often ununderstanding allusions in the general treatises on the 
history of economic thought, and a few monographs, mostly by 
German scholars, on particular writers or restricted periods, 
nothing worthy of note dealing with the history of the theory of 
international trade was available until the appearance of the 
book which is the subject of the present review." 

Angell’s study, though comprehensive, is not complete. Tar- 
iff theory; the character, the measurement, and the division of 
the gains from international trade; the relation of the theory of 
international values to general psychological theories of eco- 
nomic value, whether “subjective cost” theories, or “utility” 
theories, or eclectic combinations thereof—all of these are 
either deliberately excluded from the scope of the study or are 
summarily disposed of. Foreign exchange theory is dealt with 
only in its most general and “theoretical” aspects. There is no 
discussion of the problems connected with the measurement of 
international balances, or of the differences between the various 
types of “balances.” But what remains is still of impressive pro- 
portions. Angell, moreover, makes his examination of the his- 
tory of the theory a preliminary to an appraisal of current doc- 

*J. W. Angell, The Theory of International Prices, Wells Prize Essay, pub- 


lished as Vol. XXVIII of the “Harvard Economic Series” (Cambridge: Harvard 
University Press, 1926. Pp. xiv-+571). 
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trines and an ambitious “constructive” formulation of his own 
position. For good measure, a great deal of history of monetary 
theory proper is thrown in. The historical portions of the book 
deal, at times in considerable detail, with the relevant literature 
in English, French, German, and Italian, from the mercantilist 
period to the present day. With no important exception, Angell 
refers to the original sources for each writer whom he mentions. 
A minor criticism which I would offer, in fact, is the scanty ref- 
erence, even in the bibliography, to the historical work in the 
field done by other writers, and especially German writers. An- 
gell has set himself a task of major dimensions, one of the kind 
which it is the fashion for older men to dissuade young econo- 
mists from undertaking until age has brought maturity, but 
which demanas for its accomplishment a degree of energy and 
venturesomeness not likely to be accompaniments of gray hair. 
This book is an achievement of a high order. It is not by any 
means a perfect book, but it is distinctly a big, an able, and a 
valuable one. If in the succeeding pages I shall have much to say 
of its defects, I feel justified in doing so because its very merits, 
which are certain to make it a standard source of reference in its 
field, warrant a more detailed and more exacting appraisal than 
would be appropriate for a less worthy study. 

The specifically historical portions of the book comprise 
some 360 pages, and Angell’s formulation of his own theory, to- 
gether with appendixes presenting secondary statistical mate- 
rial and an excellent bibliography of some 20 pages, take an- 
other 200 pages. It is impossible within the limits of even as 
lengthy a review as this one to deal in detail with all of Angell’s 
material. Aside from general comments, therefore, I shall deal 
only with phases of his historical and constructive doctrines with 
which I more or less seriously disagree, and shall pass over with- 
out further mention the great mass of historical matter to which 
I can fully subscribe or which I accept on faith, as well as a cer- 
tain amount of historical analysis and of points of historical 
priority or interpretation about which I have doubts. I reserve, 
however, for some future occasion a detailed examination of 
Angell’s interesting and somewhat novel formulation of the 
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mechanism of adjustment of international balances, because the 
issues which it raises in my mind are largely questions of fact, 
not adequately answered by such statistical investigations as 
have as yet been made. 
II 

The account which Angell gives of the historical develop- 
ment of the theory of international trade is a valuable contribu- 
tion to the literature of dogmengeschichte. He has, within the 
limits which he has himself set to the range of his inquiry, 
traced the major lines of development and set forth the particu- 
lar contributions of the more important writers. In making 
known the abundant and rich Continental literature in the field 
he has rendered an especially valuable service to English-speak- 
ing economists, who have frequently taken for granted that 
there existed no such literature worthy of mention. Except for 
the last few years, with respect to which Angell concedes that 
his study has not been complete, I know of very few instances in 
which contributions of any importance have been overlooked. 
We now have what we did not have before, a substantially com- 
plete history of those phases of the theory of international trade 
(and of related monetary theory since Adam Smith) which 
come within the range of Angell’s investigation. Such general 
criticisms of the historical portion as I feel impelled to make are 
not serious. The mode of organization involves a good deal of 
repetition, and the interpretation of a particular writer’s doc- 
trine sometimes undergoes slight mutations at each repetition. 
There is at times inadequate caution in the exercise of the haz- 
ardous pursuit of the discovery of absolute priorities of doctrine. 
The reader is often left in immediate doubt and sometimes left 
in ultimate doubt as to whether Angell accepts or rejects a par- 
ticular bit of doctrine. The almost complete absence of direct 
quotations and the extreme compression in the presentation of 
other writers’ doctrines at times impose upon the reader an un- 
duly onerous compulsion of accepting Angell’s interpretations 
sight unseen, or else referring to an original source which is often 
tare and inaccessible. In general, I feel that Angell’s treatment 
of the English classical school is unduly harsh and unsympa- , 
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thetic, whereas his interpretations of the Continental writers are 
somewhat overgenerous. 

One defect of greater importance in Angell’s method of ap- 
praisal of the doctrines of particular writers has unfortunate 
consequences on the tone in which he presents his own formula- 
tion. With the possible exception of the writings of Bastable, 
the literature of the theory of international trade consists of only 
three kinds of writings: (1) controversial tracts dealing with 
particular concrete problems of the moment and marked by the 
dogmatic and unqualified exposition characteristic of such liter- 
ature; (2) academic discussions of specific points or details of 
theory; (3) academic generalizations more comprehensive in 
scope but necessarily more limited in their detail and their con- 
creteness because of the conditions imposed by the fact that 
they are relatively small portions of general economic treatises. 
Though on specific points particular authors may have at- 
tempted to carry through their analysis to the ultimate concrete 
detail of immediate relevance, there exists no work on the theory 
of international trade which has been written on a scale suffi- 
cient to permit of such procedure for the theory as a whole. 
Angell treats a literature of fragments as if each writer dealt 
with had had the desire and the opportunity to present a formu- 
lation complete to the last detail of his theory. He often makes 
it appear that what previous writers did not say, they did not 
know, whereas they may not have had the opportunity to say it, 
or may have regarded it as obvious. There follow some detailed 
criticisms of Angell’s handling of particular items in the history 
of the theory, and especially of his presentation of Ricardo’s 
doctrines, which seems to me inaccurate in many respects. 

Angell calls attention to the recognition by Petty (ca. 1671) 
of “invisible” items in the balance of international transactions 
as not being common at that time (p. 16).? In Mun’s England’s 
Treasure by Foreign Trade, published in 1664 but probably 
written about 1630, the final chapter presents a long list, which 
is not seriously lacking in completeness, of the invisible items 


* All page references in the text are to Angell. Page references to other 
writers are made in footnotes, 
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which must be taken into account in striking the international 
balance. As Mun’s book was familiar to the later mercantilists, 
it may be taken for granted that recognition of the invisible 
items was common after its publication, if not before. One 
writer® has alleged, though with scanty supporting evidence, 
that the earlier the writer, the more explicit the reference to the 
invisible items because of their greater importance. Another 
writer has shown that references to invisible items were common 
in writers prior to Petty, and that if these items were not em- 
phasized it was not because of ignorance of their existence, but 
because of their supposed minor importance at the time.* The 
term “balance of trade,” in fact, has often been used in the past, 
and is still often used, to signify the whole balance of interna- 
tional transactions and not merely the commodity balance of 
trade. 

Angell says of a manuscript by De Bacalan (1764) that it 
“presents the only explicit statement in the French literature 
until less than a hundred years ago of the equilibrium tendency 
inherent in the working of the price-gold flow mechanism” (p. 
225). Sismondi in 1803 presented an excellent and clear-cut ex- 
position of the equilibrium theory of price changes and specie 
movements.** 

In Angell’s account of Ricardo’s monetary doctrines I can 
find little resemblance to the original, largely the consequence, 
it appears to me, of too incautious an acceptance of Silberling’s® 
over-critical interpretations. Angell finds Ricardo guilty on sev- 
eral counts of “confusion and even of outright error” (p. 58). 
He can find in Ricardo no admission of any direct effect of an 
increase in paper issues on commodity prices. He ascribes to 
Ricardo the doctrine that an increase in inconvertible paper cur- 

*E. von Heyking, Zur Geschichte der Handelsbilanztheorie (Berlin, 1880), 
Pp. 19, 20. 

“Br. Suviranta, The Theory of the Balance of Trade in England (Helsing- 
fors, 1923), pp. 30 ff. 


“J. C. L. Simonde (de Sismondi), De La Richesse Commerciale (Geneva, 
1803), Vol. I, chap. v. 


*See N. J. Silberling, “Financial and Monetary Policy of Great Britain dur- 
ing the Napoleonic Wars,” Quarterly Journal of Economics, XXXVIII, 421 ff. 
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rency affects prices only through an intermediate (i.e., prior?) 
effect on the relative value of paper and gold, and that it is the 
depreciation in the value of paper in terms of specie or bullion 
which causes the increase in prices. But the one passage cited 
from Ricardo to support this interpretation—“the effect pro- 
duced on prices by the depreciation . . . . amounts to the dif- 
ference between the market and the mint price of gold’”*—can 
reasonably be given another interpretation. Though Ricardo gen- 
erally uses “depreciation” to mean the premium of coin over 
paper, in this sentence he appears to use it, in a sense quite com- 
mon to other writers then and since, as meaning the excessive 
issue of paper which has “depreciation” in Ricardo’s usual sense 
as one of its major consequences. There are, moreover, literally 
dozens of passages in Ricardo’s writings and in his evidence be- 
fore committees in which he speaks of the effect of increased 
issues of paper on commodity prices, and without any suggestion 
that I can find th: * such effect is exercised intermediately through 
a prior effect on ae relative value of paper and gold. In at least 
one passage Ricardo expressly denies any difference between the 
mode of operation of an increase of paper on commodity prices, 
on the one hand, and on the price of bullion and the foreign ex- 
changes on the other: 

When the circulation consists wholly of paper, any increase in its quan- 
tity will raise the money price of bullion without lowering its value, in the 
same manner, and in the same proportion, as it will raise the prices of other 
commodities, and for the same reason will lower the foreign exchanges." 

Ricardo, it is true, emphasized the gold premium more than 
the changes in commodity prices in his discussion of the effects 
of the increased issues of paper by the Bank of England, but his 
reasons for so doing were clear enough. He pointed out that 
changes in price levels could be due to other causes than exces- 
sive issues of paper, whereas he contended that a premium on 
gold could not. The premium on gold was, therefore, an exact 
measure of the extent of depreciation, whereas the rise in prices 

*From “Reply to Mr. Bosanquet,” pp. 134-35 in Gonner’s edition of 
Ricardo’s Essays. 

' “High Price of Bullion,” p. 13, n., in Gonner’s edition; italics mine. 
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was not. Ricardo in his Essays was not trying to set forth in all 
its ramifications a theory either of international trade or of the 
value of money. His one purpose was to convict the paper-issue 
policy of the Bank of England of responsibility for all of the 
existing premium on gold. Here, as elsewhere, Angell deals with 
a fragment as if it purported to be a complete whole. 

Angell charges Ricardo with the further error, “taken over 
from the earlier literature,” of contending that the contraction 
of an inconvertible paper issue will necessarily induce the im- 
portation of gold, and that an increase in inconvertible paper 
money will cause the disappearance of bullion, and alleges that 
the error consists of a confusion between the conditions under 
convertible and under inconvertible paper currencies, respec- 
tively (p. 58). Angell does not explain in just what the error 
consists, but Silberling, from whom the criticism is obviously 
borrowed, makes clear what is in issue: 

Here [in Ricardo] we have signs of faulty reasoning in the implication 
that contracting an inconvertible currency will attract specie. It is true 
that reducing the volume of a convertible currency will tend to attract 
specie . . . . just as expansion will tend to expel it. But a partial contrac- 
tion of inconvertible paper has no effect save to alter the nominal exchange 
rates, which by their variations obviate the movement of specie.® 


It is not legal convertibility of the paper currency, but its 
circulation at par with gold, which is important for the point at 
issue. An increase in an inconvertible paper currency, when 
paper still circulates along with and at par with gold, will cause 
an export of gold, and a contraction under these circumstances 
will cause an import of gold, other things remaining the same. 
Ricardo took great pains to distinguish between the effects of 
variations in the quantity of paper money when the paper was 
depreciated and constituted the entire circulation, as compared 
to when it circulated on a parity with gold. The passages in 
Ricardo relied upon by Angell to show that Ricardo held that a 
contraction of an inconvertible paper currency would neces- 
sarily lead to an inflow of gold, as definitely as I can locate 
them, are as follows: 


* Silberling, op. cit., p. 422. 
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. . » .« There would be no other remedy for the depreciation of paper, 
than the Bank withdrawing the superabundant quantity from circulation 
. . . until the scarcity of circulating medium should so raise its value that 
it would be at par with gold. It could rise but little above that price, for 
from that moment importation of gold would commence. 

Could our currency be restored to its bullion value by any other means 
than by a reduction in its quantity, which should raise it to the value of the 
currencies of other countries; or by the increase of the precious metals, 
which lower the value of theirs to the level of ours? Why will not the Bank 
try the experiment by a reduction in the amount of their notes of two or 
three millions for the short period of three months? If no effects were pro- 
duced on the price of bullion and the foreign exchange then might their 
friends boast that the principles of the Bullion Committee were the wild 
dreams of speculative theorists.?° 

. . . . If the Bank were to diminish the quantity of their notes until 
they had increased their value 15 per cent, the restriction might be safely 
removed, as there would then be no temptation to export specie.1? 

Let the Bank be enjoined by Parliament gradually to withdraw to the 
amount of two or three millions of their notes from circulation, without 
obliging them, in the first instance, to pay in specie, and we should very 
soon find that the market price of gold would fall to its mint price of 
3l. 17s. 104d.” 


These citations demonstrate two things: first that Ricardo 
maintained that, if carried to a certain point, contraction of the 
paper issues would result in a return of paper to parity with 
gold, and if carried beyond that point, it would then, but only 
then, result in an import of bullion; second, that in 1809 Ricardo 
maintained that a contraction of 2 to 3 millions in the paper 
issue would be sufficient to return paper to parity with bullion. 
Ricardo used this figure of 2 to 3 millions, whose smallness Sil- 
berling and Angell stress, because it was “the sum which the 
Bank is supposed to have added to the circulation, over and 
above the amount which it will easily bear.’** In 1809 the paper 


* Three Letters on the Price of Gold, Hollander, editor, p. 11. 
* “Reply to Mr. Bosanquet,” p. 95 in Gonner. 


““High Price of Bullion,” pp. 26, 27 in Gonner. Ricardo, in the same 
essay, cites the prevailing effective premium of gold over paper at approximately 
15 per cent (£4.10.0 paper = £3.17.10% gold). 

*" Three Letters, p. 14 in Hollander’s edition. 

* “High Price of Bullion,” p. 31 in Gonner. 
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pound was some 9 per cent below parity with silver, and the 
total notes outstanding of the Bank of England were 18.7 mil- 
lions. Ricardo was maintaining, therefore, that a reduction in 
Bank of England note issue of from 10.5 to 16 per cent would 
wipe out a depreciation, as compared with silver, of 9 per cent. 
If Ricardo’s collateral argument, that the volume of note issue of 
the country banks was controlled by the volume of note issue of 
the Bank of England, is accepted, this is, it seems, an adequate- 
ly conservative expectation. With respect to gold, his estimate 
of the amount of note contraction necessary for a re-establish- 
ment of parity with bullion, at least in its lower limit, seems un- 
duly low, for he speaks of paper’s being depreciated nearly 15 
per cent in 1809 as compared with gold. But he explicitly says 
that a contraction of 15 per cent in note issue would be neces- 
sary to remove a depreciation of 15 per cent of paper as com- 
pared with gold.** 

So also with respect to Angell’s (and Silberling’s) claim that 
Ricardo maintained that an increase of an inconvertible paper 
currency would cause the disappearance of bullion from circula- 
tion. Ricardo, on the contrary, expressly and repeatedly main- 
tained that after an inconvertible paper currency was depreci- 
ated, no further disappearance of bullion would result. The two 
passages which Angell cites in support of his claim, make no 
mention of the disappearance of bullion after paper is depreci- 
ated.’* As evidence of Ricardo’s true position, I cite the follow- 
ing from many available passages: 

When the circulation consists wholly of paper, any increase in its quan- 
tity . . . . will not occasion the exportation of bullion 

There can be no limit to the depreciation which may arise from a con- 
stantly increasing quantity of paper. The stimulus which a redundant cur- 
rency gives to the exportation of the coin has acquired new force, but can- 
not, as formerly [i.e., when gold was still in circulation and was not at a 
premium over paper], relieve itself. We have paper money only in circula- 
tion, which is necessarily confined to ourselves.17 

* Cf. “High Price of Bullion,” pp. 57, 58 in Gonner. 

* “Reply to Mr. Bosanquet,” pp. 94, 109-11 in Gonner’s edition. 

* “High Price of Bullion,” p. 13 n. in Gonner’s edition. 

* Ibid., p. 24. 
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The circulation can never be over full. If it be one of gold and silver, 
any increase in its quantity will be spread over the world. If it be one of 
paper, it will diffuse itself only in the country where it is issued. Its effects 
on prices will then be only local and nominal, as a compensation by means 
of the exchange will be made to foreign purchasers.1® 

Angell denies to Ricardo, either for metallic money or for 
paper currency, the possession of a quantity theory (i.e., of the 
relation of quantity of money to commodity prices). According 
to Angell, although Ricardo “is often, and perhaps usually, re- 
garded as a straightforward quantity theorist . . . . a study of 
his writings other than the Principles, confused and contradic- 
tory though they sometimes are, will lead to a somewhat differ- 
ent view” (pp. 59, 60). I cannot find a shred of evidence any- 
where in Ricardo’s writings that he did not accept a fairly rigid 
quantity theory of the usual sort, for metallic as for paper or for 
mixed currencies. Ricardo on a number of occasions stated the 
quantity theory of money in a form which, if translated into 


Fisher’s notation, asserts that eS is a constant, T being implic- 


itly assumed to be a constant, which is as straightforward a 
quantity theory as can be demanded. I cite, from the writings 
other than the Principles, three expositions of a quantity theory 
of the usual sort, but there would be no difficulty in multiplying 
the number of citations several fold: 


The [total] value of the circulating medium of every country bears 
some proportion to the [total] value of the commodities which it circulates. 
‘ . No increase or decrease of its quantity, whether consisting of gold, 
silver, or paper money, can increase or decrease its value above or below 
this proportion.?® 

That commodities would rise or fall in price, in proportion to the in- 
crease or diminution of money, I assume as a fact which is incontro- 
vertible.?° 

The value of money, then, does not wholly depend upon its absolute 
quantity, but on its quantity relatively to the payments which it has to ac- 
complish; and the same effects would follow from either of two causes— 
from increasing the uses for money one-tenth—or from diminishing its 
quantity one-tenth; for, in either case, its value would rise one-tenth." 


* Ibid., p. 35. * “High Price of Bullion,” pp. 33, 34 in Gonner. 
* “Reply to Mr. Bosanquet,” p. 93 n. in Gonner. 
* “Proposals for an Economical and Secure Currency,” p. 159 in Gonner. 
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On at least one other point Angell has permitted himself to 
be led astray by Silberling’s curious prejudice against Ricardo. 
Silberling not only attempts to demonstrate that Ricardo’s 
whole position with respect to the state of the currency during 
the Bank Restriction was wrong, but he attributes the error to 
the deliberate pursuit by Ricardo of selfish ends. In 1810, when 
the paper pound was depreciated, Ricardo advocated the return 
to the gold standard at the old par through the gradual contrac- 
tion of the note issue of the Bank of England. In 1819, Ricardo 
again advocated resumption at the original mint price. Silber- 
ling, however, finds that there was a “remarkable” change in 
Ricardo’s position between 1810 and 1819. In 1819 the depre- 
ciation of paper was only some 4 or 5 per cent. 


Had it been more than this small margin in 1819 he [i.e., Ricardo] 
would have advised “devaluating” the pound to a new level, rather than de- 
flation and par resumption. Having become a landed country gentleman, 
Ricardo now hesitated to advocate a policy which would have reacted to the 
disadvantage of the agricultural interests.” 


That there had been a significant change in Ricardo’s position 


between 1810 and 1819, that Ricardo was hesitant in recom- 
mending resumption at mint par in 1819, and that his acquisi- 
tion of a landed estate was significant in connection with this 
change of attitude, Angell also asserts, though in more re- 
strained terms (p. 56 n.). Both writers support their position by 
citations to Ricardo’s evidence before the Commons Committee 
on Bank Resumption of 1819. I have carefully examined Ricar- 
do’s evidence before this Committee, and I cannot find in it any- 
thing which supports these views. Ricardo urged resumption 
strongly and unqualifiedly, and I have not found any reference 
to what his recommendation would have been if the depreciation 
of paper had been 6 or 7 per cent, instead of 5 per cent.” Ricardo, 
it is true, did concede, in answer to a question, that. “undoubted- 
ly there are cases in which I think the remedy [resumption at 
par] would be worse than the disease,” but he added, “this does 

* Silberling, op. cit., pp. 437-38. 

* Ricardo’s evidence is on pp. 133-42; 227-31 of the Commons Committee’s 
Report, 1819. 
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not appear to me to be one of that sort,’”* and he did not define 
the circumstances under which he would not support par re- 
sumption. He stated that he would have advocated continuation 
of specie payments under the conditions prevalent in 1797 even 
in the face of signs of an impending panic.*° In his evidence be- 
fore the Lords’ Committee of the same year, he also advocated 
par resumption without any reservations or qualifications that I 
have been able to find in the Minutes of Evidence.” But in his 
essay of 1822, “On Protection to Agriculture,” to which neither 
Silberling nor Angell refers, Ricardo further discusses the ques- 
tion. Here also there is no indication that he would have sup- 
ported devaluation if the depreciation had only slightly exceeded 
5 per cent, or for that matter, if it amounted to 15 per cent, as in 
1810. But he does concede that devaluation would be desirable 
if paper was depreciated by some 30 per cent, as it had been in 
1813 and 1814, though he states that “no measure could have 
been so monstrous as that which some reproach the House of 
Commons for not having adopted, namely, of fixing the stand- 
ard at 5/. ros.; that is, in other words, after the currency had re- 
gained its value within 5 per cent of gold, under the operation of 
the bad system, again to have degraded it to 30 per cent below 
the value of gold.”*’ But Ricardo was never blind to the conse- 
quences of a sharp deflation, and I can find nothing in Ricardo’s 
writings to justify the view that he ever changed his position. 
Ricardo believed that currencies subject to manipulation and 
fluctuating price levels were both evils. Devaluation does not 
seem to have been suggested by anyone until after 1810. If he 
had had both alternatives, of cash resumption at par and cash 
resumption at a depreciated value, in mind in 1810, he might 
have chosen the latter alternative consistently with his position 
in that year. The absence of intellectual integrity on the part of 
Ricardo does not appear to have been serious enough to prevent 
him from opposing protection to agriculture after he had become 
a landed gentleman! 

Angell says that Ricardo held that in case of trade between 


* Ibid., p. 141. * Ricardo’s evidence is on pp. 184 ff., 196 ff. 
* Ibid., p. 140. * Pp. 270 ff. in Gonner. 





ANGELL’S “THEORY OF INTERNATIONAL PRICES” 609 


two countries the benefit from trade with respect to any given 
commodity, i.e., the whole difference in comparative cost, was 
confined to one country alone, and that it remained for Mill to 
demonstrate that the benefit was reciprocal (pp. 54 n., 67). 
That the benefit from trade was mutual was a well-established 
doctrine at least from the time of Sir Dudley North. Angell does 
not support his statement by any citations, and unless I have 
failed to grasp his meaning, it is hard to believe that he could do 
so. The concept of comparative cost has no meaning except in 
terms of at least two commodities and two countries. Ricardo’s 
famous arithmetical illustration, translated, without change in 
its substance, to the form now commonly used, is as follows:** 
England Portugal 

100 days labor=100 cloth 100 days labor=125 wine 

100 days labor= 83% wine 100 days labor=111 cloth 
In order that all the benefit should go to Portugal, roo cloth 
would have to exchange for 8314 wine. In order that all the ben- 
efit should go to England, 100 cloth would have to exchange for 
112 wine. But Ricardo concludes that English cloth will ex- 


change for Portuguese wine at the rate of 100 cloth for 100 wine. 
It does seem true, however, that Ricardo establishes the ratio of 
exchange at a point determined by an arbitrary manipulation of 
his data. 


Angell charges Ricardo with inconsistency (p. 70; cf. p. 88), 
because he supports the doctrines both that (1) prices of com- 
modities in general, including even those articles “which are 
common to most countries” can maintain different levels in dif- 
ferent countries, and that (2) the international distribution of 
gold is effected by an automatic process, since the only possible 
automatic process appears to be one which operates through the 
tendency of prices to find a common level. But even for interna- 
tionally traded commodities the costs of carriage may explain 
persistent and substantial price divergences as between coun- 
tries, and the tendency toward price equality will still operate to 
distribute gold, even though it operates only up to the limits set 
by such costs. I can find no indication in Ricardo that he would 
support the possibility of a continued divergence in price be- 

* Cf. Ricardo, Principles, p. 82 in Everyman edition. 
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tween two countries of a commodity common to both beyond the 
limits of the costs involved in transferring the commodity and 
what is paid for it from one country to the other. On the page in 
Ricardo’s Principles following that cited by Angell there ap- 
pears the following sentence: 

Suppose all nations to produce corn, cattle, and coarse clothing only, 
and that it was by the exportation of such commodities that gold could be 
obtained from the countries which produced them, or from those who held 
them in subjection; gold [assumed to originate in England] would natural- 
ly be of greater exchangeable value in Poland than in England, on account 
of the greater expense of sending such a bulky commodity as corn the more 
distant voyage, and also the greater expense attending the conveying of gold 
to Poland.?° 

Angell suggests two different explanations of this alleged 
contradiction in Ricardo’s thinking: first, that he did not think 
his problem through (p. 70n.), and second, that he held that 
specie is distributed, not by the differences in its purchasing 
power over commodities in the one country as compared to the 
other, but by the differences in its price in terms of the respective 
currency units of the two countries (p. 71). He cites, in support 
of the latter interpretation, this passage from Ricardo: “the 
currency of any one country can never be much more valuable, 
as far as equal quantities of the precious metals are concerned, 
than that of another.’ If this passage is to support Angell’s 
argument, it must be interpreted to mean that the currencies of 
two countries cannot have greatly divergent purchasing power 
over bullion. In the light of Ricardo’s general position, I am 
convinced that what he meant to convey was that the currency 
units of two countries, uniferm in their metallic content, cannot 
have greatly divergent general purchasing power, whether ap- 
plied to bullion or to commodities. That Ricardo held that com- 
modity prices were the important element in the international 
distribution of specie it seems to me to be easy to establish be- 
yond all reasonable doubt. The paragraph following the one 
from which Angell cited the above passage (and such state- 
ments are numerous in Ricardo) is as follows: 

* Principles, p. 89 in Everyman edition. 

* “High Price of Bullion,” p. 6 in Gonner; italics are Angell’s. 
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If in France an ounce of gold were more valuable than in England, and 
would therefore in France purchase more of any commodity common to 
both countries, gold would immediately quit England for such purpose, and 
we should send gold in preference to any thing else, because it would be the 
cheapest exchangeable commodity in the English market; for if gold be 
dearer in France than in England, goods must be cheaper; we should not 
therefore send them from the dear to the cheap market, but, on the con- 
trary, they would come from the cheap to the dear market, and would be 
exchanged for our gold.*? 

Though he refers to a passage in Mill almost identical with 
Ricardo’s doctrine, Angell (p. 88) expresses uncertainty about 
Mill’s adherence to Ricardo’s doctrine that prices do not tend to 
an absolute world-equality. Mill’s position seems to me to be 
identical with that of Ricardo. 

Ricardo confined to disturbances emanating in the currency 
the “Ricardian” explanation of the adjustment of trade balances 
to disturbing factors by means of exchange fluctuations, gold 
movements, and price changes. Thornton, Malthus, Mill, and 
almost all writers in the classical tradition since, have ap- 
piied it to all disturbing factors regardless of their origin. Ri- 
cardo contended that the trade balance would adjust itself to a 
crop failure or a subsidy automatically and by an immediate 
shift in reciprocal demand. Angell concedes that Ricardo was 
wrong, but he minimizes the significance of the divergence of 
views. He says that “it is hard to find an essential distinction be- 
tween the two [doctrines], except in the degree of their effects” 
(p. 64n.), and that “the difference between the two views is at 
most one of degree; they reduce to much the same thing, in 
terms of the mechanisms of the market” (p. 88n.; cf. also p. 
57n.). In his own discussion of the mechanism of adjustment 
of international balances to disturbances not originating in the 
currency, Angell emphasizes preliminary exchange-rate and 
price-level changes, phenomena which according to Ricardo 
would not occur. If Angell’s comments are warranted, his whole 
presentation of his own position with respect to mechanism is a 
waste of effort, since the differences between Ricardo’s doctrine 
and that of his critics are incomparably greater in extent and 
significance than those between Angell’s doctrine and the doc- 
trine which it attempts to correct. 

* Ibid., p. 7. 
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Angell almost wholly ignores the substantial literature be- 
tween 1820 and 1850, in which the classical theory of gold 
movements was supplemented and qualified so as to take ac- 
count of the developments in the English banking system and in 
the London money market. He ascribes to a book published by 
Macleod in 1855 the first recognition “that the discount rate is 
one of the primary determinants of the foreign exchange rates, 
and that it may be manipulated in such fashion as to correct the 
exchanges” (p. 138).°* Elsewhere, he says that it was Tooke, in 
1826, who showed for the first time that the Bank rate can be 
used as a deliberate method of correcting an excessive circula- 
tion (p. 72). The process is not purely automatic, and difficult 
problems are raised by the question of the relationship between 
the Bank rate of discount and the market rate. In order that 
there may be manipulation, there must be a manipulator, and 
many writers prior to and after Macleod have held that in Eng- 
land the Bank of England was the only possible one. But for a 
long time the Bank officials denied that there could or should be 
any relationship between exchange rates and their discount pol- 
icy. Until 1833 the Bank was prohibited by the Usury Act from 
charging more than 5 per cent, and any control which it could 
exercise must in times of emergency necessarily have taken the 
form of rationing of credit. From the foundation of the Bank to 
1830 there were not more than four or five occasions on which 
the Bank rate was changed, and I believe that in each instance 
the change was from 5 per cent to 4 per cent, or back to 5 per 
cent. Though in 1833 the Bank was freed from the restrictions 
of the Usury Act in order that it might more effectively control. 
the exchange rates through its discount rate, it was not until 
1844 that it deliberately adopted the policy of such control, and 
as late as 1848 it was criticized by a Parliamentary Committee 
for inadequate use of the discount rate as an instrument of con- 
trol. From 1819 on, if not earlier, discussions of the possibility 
of control of the exchanges by means of the Bank rate, of the 
comparative merits of rationing of credit and of variations in the 


* Macleod himself, in characteristic fashion, claimed priority for this idea, 
and remarked that with it “the theory of credit and paper currency was now 
complete.” The History of Economics (London, 1896), p. 145. 
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discount rate as control devices, and of the relation of exchange 
and specie movements to the market rate, were common. Among 
the writers who contributed to this discussion were McCulloch, 
J.S. Mill, Fullarton, Overstone, Tooke, James Wilson, Norman, 
Palmer, and especially T. H. Milner.** 

Angell exaggerates the extent to which Mill’s formulation of 
the theory of international trade was lacking in completeness, 
especially with respect to short-run mechanism. In his account 
of Mill’s doctrines, and in his specific citations to Mill, he ap- 
pears to overlook chapters xxiii to xxv of Book III of Mill’s 
Principles, in which Mill presented important elements of his 
theory. 

III 

Angell’s formulation of his own theory is couched in terms 
such as to make it appear that it is in important respects in di- 
rect opposition to, or at least inharmonious with, the English 
classical formulations. It is more detailed, in some respects 
more concrete and more fully developed and integrated, than 
the older formulations. But I find little or nothing in it which is 


not to be found, at least in its basic elements, in the older formu- 
lations, except to the extent to which it consists of a specific re- 
jection as unsound of elements in the classical theory. As will 


* On the Regulation of Floating Capital, and Freedom of Currency, London, 
1848. Much of the analysis of mechanism in relation to the part played by dis- 
count rates, international securities, and specie movements, which Angell first 
recognizes in later writers, is to be found clearly and forcefully stated in this 
book. It is not mentioned by Angell. 

Worth mention, also, is a small pamphlet which appeared anonymously in 
1847, under the significant title, Suggestions for the Regulation of Discount by the 
Bank of England. In it there appears the following passage: 

“The rate of discount is always a principal agent relied upon when the Bank 
deems it necessary to contract its issues or operate on the exchanges. When the 
issues are redundant, specie becomes comparatively unnecessary; and bullion 
disappears ;—when imports exceed exports, our money must go to pay our debts, 
whether melted or not; in either case to check the drain, recourse is had to a rise 
in the rate of discount.” , 

This writer suggested a truly automatic rule, whereby there would be a fixed 
scale of rates to be applied in a prescribed fashion as the Bank’s holdings of bul- 
lion changed. 

W. Ruland says that the policy of the Bank of England to control the trade 
balance through its discount rate was known to Friedrich List. (Die Handelsbi- 
lanz [Berlin, 1897], pp. 56, 57.) 





614 JACOB VINER 


appear later, I believe that the classical theory either stands up 
well under Angell’s criticism, or else that his alternative solu- 
tions are not acceptable. The main merit of Angell’s formula- 
tion consists of a detailed and able integration of monetary the- 
ory, the theory of international prices, and the theory of the 
mechanism of international trade, into a unified and consistent 
body of doctrine. Though Angell exaggerates the extent to which 
such integration was lacking in the older formulations, the task 
had been inadequately attended to by the earlier writers. Like 
the earlier formulations, however, Angell’s is essentially abstract 
and conceptual in character, and in spite of its repeated invoca- 
tion of quantitative standards and of second-hand statistical ma- 
terial loosely and sketchily used, is mainly dependent upon its 
unverified assumptions for such plausibility as it has. Angell is 
as much a victim of the classical reliance upon crude observation 
as a Satisfactory substitute for systematic investigation of the 
details of actual process and mechanism as are the rest of us 
working in this field, even though he rebels at times against the 
traditional abstractions from the myriad of details. In its gen- 
eral outlines, Angell’s theory is a combination of an equilibrium 
theory of prices of the Walras type, though stated in non-mathe- 
matical terms, a modernized monetary theory, and a theory of 
mechanism which breaks from the traditional theory at some 
points but adheres to it in its general framework. No theory of 
the relationship of international prices to basic productive con- 
ditions or to subjective satisfaction or cost factors is presented, 
and in fact Angell denies the possibility of formulating such a 
theory in satisfactory terms. There follow some criticisms of 
elements in Angell’s negative and positive doctrines, though with 
consideration of his theory of mechanism reserved, in general, 
for another occasion. 

From a study made by the present writer, Angell cites data 
showing that interest payments by Canada during a period of 
great borrowings, 1900 to 1913, amounted to over 40 per cent of 
the total amount of Canadian borrowings (p. 171). He com- 
ments that this shows “how rapidly interest charges begin to 
catch up with even a large volume of new foreign investment, 
and how transitory any one shift in the balance of trade must 
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be.” The facts are not especially striking. The larger part of 
the interest payments made by Canada during this fourteen- 
year period were on account of borrowings during earlier years, 
much of it in the eighties or earlier. The total net interest pay- 
ments on account of new borrowings during the period were less 
than 15 per cent of the total net new borrowings during the 
period. In the last year, 1913, when they were at their highest, 
the net interest payments on account of borrowings since 1900 
were only 16 per cent of the net borrowings in that year.** 
Angell cites, apparently with approval, the argument attrib- 
uted to Marshall that a depreciating currency will not only give 
a temporary bounty to exporters, but will give an equal bounty 
to any other manufacturer, because of the lag of wages be- 
hind prices (p. 151; cf. also p. 157). The more rapid rate of 
depreciation of an expanding currency on the exchange market 
than in its internal purchasing power results in a bounty to the 
foreign buyer rather than to the exporter, if the latter sells at 
the domestic prices in terms of his own country’s currency or its 
equivalent at the current exchange rates. The bounty is in the 
exchange market, not in the prices in domestic currency of the 
export goods. If the rise in wages lags behind the rise in internal 
prices, there results a bounty to the export industries equal to 
the bounty to the other manufacturers, but this is a bounty dis- 
tinct from and additional to the bounty to the foreign buyer re- 
sulting from the lag of internal prices behind the rise in the price 
of foreign bills. There are two lags. The exporting manufac- 
turer, or the exporter and the foreign importer combined, benefit 
from both of them; the producer for the domestic market bene- 
fits only from the lag of wages behind internal prices; if he uses 
imported raw materials, he will be injured by the lag of internal 
prices behind the price of foreign bills. 
Angell accepts ‘“‘as not open to question” the validity of the 
relative height of money incomes in the trading countries as a 
Millions 
“Net capital borrowing, 1900 to 1913 inclusive bcp ee 
Net interest payments on these borrowings, 1900 to 1913 . 352 
Net capital borrowings, 1913 . . . 528 


Net interest payments in 1913 on net borrowings, 1900 to 1913 . 84 
(J. Viner, Canada’s Balance of International Indebtedness, pp. 94, 101, 139.) 
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proximate measure of gain from foreign trade; the gain consists 
in the cheapness of the imports in terms of “real costs” to the 
country with the relatively high money incomes (pp. 104 ff.). 
But if the gains from trade consist in the advantages accruing as 
compared to no-trade, neither high money incomes nor cheap- 
ness of imports in terms of real costs are proof of great gains. 
The country A with relatively high money incomes will get its 
imports at a low real cost, but the excess of the cost at which A 
could produce them at home over the cost at which it can get 
them from B may be less than the excess for the low-income 
country B of the cost at which it could produce its imports as 
compared to the cost at which it imports them. The measure- 
ment of the gain for one country does not require comparison 
with any elements in the situation in the other trading country. 
Any objective measure is liable to lead to absurd results, since it 
may show that the gains from trade are greater than the total 
volume of imports (as, for instance, any attempt to measure the 
saving to the United States by obtaining its rubber, hemp, and 
tin from abroad as compared to the costs of producing the same 
amounts of these products at home). The aggregate gain from 
foreign trade cannot be measured except in terms of subjective 
analysis. Even the differential gains can be dealt with by objec- 
tive concepts only crudely, and in terms of the increments of 
gain from marginal (small) increments of trade, the gain con- 
sisting of the saving in days’ labor, materials, etc., by securing 
the additional imports from abroad as compared to the cost, in 
the same terms, of producing these additional units at home. 
Angell cites with apparent approval an analysis by Schiiller 
of the relationship between money costs and prices (pp. 352 ff.). 
Schiiller maintains, much as does Marshall, that there tend to 
persist differences in the cost of production between different 
concerns in the same industry; and explains such persistence as 
due to the fact that an increase in output (from the same plant?) 
for the low-cost concern means increased unit costs of trans- 
portation for raw materials and finished product, dearer or less 
skilled labor, higher interest costs, and also, because of the in- 
creased output, lower prices for the product. There are implicit 
in this explanation some untraditional assumptions, such as that 
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the individual low-cost concern is sufficiently important appre- 
ciably to affect the market rates of labor, the area of the market, 
and the market price for its product, and that either there are no 
important economies of large-scale production, or that they are 
external rather than internal. Though under some circum- 
stances the conditions may be as Schiiller describes them, his 
explanation is clearly inapplicable to industries in which none of 
the concerns are of dominant size and in which most of them are 
located in close proximity to each other. Why does not the low- 
cost concern drive out the high-cost concern under these condi- 
tions, since the two are subject to uniform transportation, labor, 
and market conditions after as well as before the former has 
enlarged its output? A low-cost concern, moreover, will not or- 
dinarily find it difficult to finance an expansion of productive 
capacity at a low interest cost. Marshall’s insistence upon a gen- 
eral aversion to “spoiling the market” as explaining the failure 
of the low-cost concern to drive out the high-cost one seems 
more likely to be the sound one. 

At another point (p. 380) Angell accepts another argument 
of Schiiller’s to the effect that “intermarket price differences dis- 
tinctly in excess of costs of transportation or other charges are 
allowed to persist, without correction” by manufacturers, be- 
cause, if they carry production beyond the point of “maximum” 
(optimum?) utilization of the existent plant and supplies, costs 
will rise and profits fall. They therefore keep output down, and 
refrain from taking advantage of every price discrepancy. First, 
why not increase plant facilities? Second, the characteristic sit- 
uation is one in which even existent plant is not employed to 
maximum capacity, and while such is the case manufacturers 
will usually be anxious to make export sales even at a price sub- 
stantially less than that prevailing in a domestic market in which 
competition is kept on a gentlemanly basis. 

Angell argues that there is both a priori reasoning and in- 
ductive evidence to support the belief that there is in the long 
run a substantial similarity in the direction and degree of change 
of general price levels, under the same monetary standard, in the 
various trading countries (pp. 388 ff.). His a priori argument, 
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however, ignores all the factors which may operate to create 
dissimilar movements, such as changing transportation costs, 
tariff changes, shifts in reciprocal demands for the important ex- 
port products of the different countries, relative changes in the 
basic conditions of production as between the different countries. 
His inductive evidence consists of an appeal to the index num- 
bers of England, Germany, and the United States. But index 
numbers are heavily loaded with internationally traded com- 
modities, notoriously the English ones, in which not a single 
commodity is included which is not an important item of export 
or import. Index numbers are necessarily constructed from 
quotations for staple articles, almost all of them raw materials, 
foodstuffs, and half-manufactured commodities, to the exclusion 
of immovable property, services, consumers’ goods, and retail 
prices. Evidence from such indices is far from conclusive as to 
the trends of general price levels. If adequate price indices 
should show that there has actually been such similarity, it would 
merely mean that the forces tending to produce dissimilarity 
have been operating in different directions, and have thus offset 
each other. There is no necessity that such shall be the case, ard 
the most that can be said a priori is that in the absence of special 
information there is some degree of probability that the forces 
which, if working singly, would produce dissimilarity in trend, 
will when operating in conjunction approximately offset each 
other. To cite an extreme illustration, if Chilean nitrates were 
to be wholly replaced by the artificial German product, the a 
priori probability would be that the movement of prices in Chile 
from the nineteenth to the twentieth centuries would diverge 
widely from the general world-movement. 

It is not to be denied that important changes in the world- 
supply of gold, or in the manner of utilization of gold for mone- 
tary purposes, will tend to produce similar price trends through- 
out the commercial world. Violent changes from the side of gold 
will give the general price situation a decided trend of a sub- 
stantially uniform character. But there is no a priori necessity 
that the deviations from the general trend resulting from fac- 
tors which are not operating uniformly throughout the world 
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shall be of insignificant proportions.* In any case, I cannot see 
why Angell thinks it necessary for the validity of his general 
theory of international trade that such uniformity of price trend 
shall prevail. 

Angell presents a series of objections against Mill’s equation 
of international demand, some of them derived from other writ- 
ers. I assume that, since no contrary indication is given, Angell 
subscribes to all of the criticisms discussed below. 

First, international commodities are not directly exchanged 
against other similar commodities, but against money, so that the 
pairing of a particular export with a particular import is “impos- 
sible in theory, and absurd in practice” (p. 367). Granted, but 
no economist has presented the equation in terms of single trans- 
actions, and when it has been presented in terms of single com- 
modities it has been as a convenient abstraction, on the assump- 
tion that no other commodities were exported. Mill, after start- 
ing with two countries and two commodities, introduces more 
commodities and more countries.** Marshall discusses the equa- 
tion in terms of composite “bales” of the commodities of each 
country.*” 

Angell sets forth as a further difficulty the inability of the 
equation to deal with service items, and especially capital (pp. 
368, 451). Service items involve no special difficulty. The rep- 
resentative “bale” can be made to include services as well as 
commodities. Capital transactions do, on the surface, present a 
more real difficulty. In what terms can a demand for foreign 
loans be equated with a demand for foreign commodities, so as 
to get a composite demand? It seems to me that the difficulty is 
not a real one. The demand for a foreign commodity can affect 
the terms on which the country’s trade is carried on only through 
its effect on the relative supply of, and demand for, foreign bills 
and the ensuing results on exchange rates, specie movements, 


* Angell does not appeal to quantitative changes in the world-supply of 
money as a factor in bringing about substantial uniformity in price trends until 
later, when he states that the coincidence of the secular trends of price levels in 
different countries “can be accounted for in terms of the effects of changes in the 
volume of purchasing power and in [on?] general prices” (p. 417). 

* Principles, Bk. III, Chap. xviii, § 4. 

™ Money, Credit and Commerce, p. 157. 
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bank deposits, relative price levels. All items which enter into 
the balance of international transactions, regardless of their 
character, can be equated in terms of demand for, and supply of, 
foreign bills. The character of the demand schedule for a specific 
foreign good determines how, under varying circumstances, that 
particular demand schedule will affect the demand for foreign 
bills. This holds true in the same way for the demand for for- 
eign capital funds as for the demand for foreign wheat, or for 
foreign insurance services. 

Finally, and here Angell unequivocally adopts the criticism 
as his own, the equation is indeterminate: ‘Under certain condi- 
tions, an infinite number of ratios may satisfy the equation” (pp. 
367, 451 ff.). Let it be granted that there is no one definite point 
of equilibrium if inelastic demand schedules are involved, and 
let us confine ourselves, as does Angell, to what is presumed to 
be under actual conditions the more usual situation of elastic 
demand.** Let us also concede to Angell, for what it is worth, 
that even though there be one point of theoretically stable equi- 
librium, monopoly conditions or inertia may prevent trade from 
pushing through to it, concessions wholly consistent with the 
traditional treatment of the problem. Angell also contends (p. 
456n.) that the variable distribution of transportation costs be- 
tween the trading countries leads to a further difficulty in sus- 
taining the argument for a definite point of equilibrium. But 
Angell here reasons as if the division of the transportation costs 
is determined independently of the basic reciprocal demands of 
the two countries for each other’s products, and on this assump- 
tion concludes that, given two countries and two traded com- 
modities and given a single point of stable equilibrium if trade 
involved no transportation costs, there will nevertheless be as 
many points of equilibrium, when such costs exist, as there are 
possible, and independently determined, ratios of division of 
these costs. The error here is obvious. There is not one equilib- 

* Followers of Mill would not deny that there may be multiple equilibrium 
under inelastic demand. Mill himself made too great concessions to the possibility 
of multiple equilibrium. (Cf. Edgeworth, Papers Relating to Political Economy, 
II, 23, 391). The concept of infinite points of equilibrium is too extreme to de- 


serve consideration, so I will assume that Angell means, by “infinite,” “multiple” 
or “indefinitely numerous.” 
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rium of demand for commodities f.o.b. point of export, and an- 
other, and independent, determination of the mode of division of 
the transportation costs. The reciprocal demand curves for the 
commodities, f.o.b., when adjusted for the transportation costs, 
give reciprocal demand curves for the commodities delivered. 
The importers pay the transportation costs in the first instance, 
but who ultimately bears them (where, in terms of taxation, the 
final incidence is), depends on the reciprocal play of demand 
for the commodities delivered. Transportation costs do not oper- 
ate to make the point of equilibrium indeterminate any more 
than do import duties. As Mill said, who will pay the transporta- 
tion costs of the traded commodities will depend on “the play of 
international demand” for these commodities.*° 

Angell maintains that comparative costs do not, of them- 
selves alone, provide a sufficient a priori explanation of the 
course and terms of trade, and that they become significant only 
through the mediation of market prices, of actual ratios of ex- 
change (pp. 371 ff.). He seems to regard this as a novel and 
significant criticism of the classical analysis. The classical the- 
ory, of course, assumed that relative prices within each country 
were determined by comparative labor costs,*° and that relative 
prices between countries were determined by the equation of in- 

* Principles, Bk. III, chap. xviii, § 3. 

“ There were qualifications, however, even before Cairnes, to take some ac- 
count of non-competing groups within the country. As a particularly important 
anticipation, in an able writer not referred to by Angell, and who has, with the 
exception of Seligman, been overlooked by modern students, the following from 
Longfield is worth quoting: 

“. .. The relative wages of labour in one country may vary by a different 
law from that which is observed in another. In one country, honesty and skill 
may be rare and high-priced quantities, and add much to the relative wages of 
the labourer who is required to possess them. In another country, the general 
comfortable condition of the people may render the labourer most unwilling to 
encounter severe toil, and a great increase of price may be necessary to induce 
him to engage in a disagreeable or unhealthy occupation. In this latter country, 
honesty, and that attentive disposition which quickly produces skill, may be the 
general qualifications of the people. On this supposition, if no disturbing causes 
exist, manufactures which require honesty and skill, will exist in the latter coun- 
try; as the labourers possessing these qualities will sell their labour cheaper in 
proportion to its productiveness. In these two circumstances all commerce may 


be said to originate—namely, a difference in the proportion of the productiveness 
of labour of different kinds, in different countries; and the different scales by 
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ternational demand, operating through specie flows in such a 
manner that in each country those products were low in price in 
which that country had a comparative advantage in real cost of 
production. Everyone is familiar with arithmetical illustrations 
which demonstrate the mediation of money and prices in adjust- 
ing trade to comparative costs, on the assumption of a rigid 
labor-cost theory of value. But Angell claims that, even on a 
labor-cost theory of value, “for some articles specie flows may 
convert the comparative labor advantage into an absolute price 
advantage, but for others just the opposite situation will quite 
certainly appear,” if many commodities, instead of only two, 
enter into trade (p. 373). Unfortunately, I cannot make out 
the arithmetical illustration which he uses to support this argu- 
ment. It is possible that it can be demonstrated if the reciprocal 
demands of the two countries are seriously disproportionate, but 
there is no indication in the text that this situation is contem- 
plated. In any case, I suspect that the objection would lose 
whatever validity it has, even on this ground, if the number of 
countries were multiplied as well as the number of commodities. 

Angell does not substitute anything for the comparative-cost 
doctrine which he rejects. He contents himself with an explana- 
tion of the determination of the course of trade in terms of rela- 
tive prices, though conceding, and rightly, that this may seem to 
some like contentment with an analysis which does not probe far 
enough beneath the surface of things. The persistence of a rigid 
labor-cost theory of value in the theory of international trade 
long after it has been abandoned in every other phase of eco- 
nomic analysis is a curious, and probably regrettable, phenome- 
non. But a theory of international trade which has nothing to 
say as to what forces determine what commodities shall be at a 
comparative price advantage fails to answer some of the most 
important questions which theorists will persist in asking. 
which the relative wages of labour vary in different countries.”—Mountifort 
Longfield, Three Lectures on Commerce (Dublin, 1835), pp. 56, 57. 

An even earlier writer, Sismondi (De La Richesse Commerciale [1803], Vol. 
I, pp. 256 ff.) provides a suggestion as to how the theory could be carried still 
farther, so as to take into account the relative costs of factors of production other 
than labor, by his argument that the comparative abundance of capital and labor 


in different countries determines their territorial specialization as between indus- 
tries requiring relatively much labor and those requiring relatively much capital. 
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I would seek the solution, as does Angell, in the extension to 
the theory of international trade of a modernized theory of 
value. I would try to take into account, however, not only the 
interrelations between the demands for different commodities, 
and between the supply schedules for different commodities, but 
also the influence exerted on the supply schedules of commodi- 
ties by the supply schedules of the basic factors. As ultimate 
determinants of the course of trade in such an exposition of the 
theory, there would be presented not only the interlocking de- 
mands for various commodities, but also supply schedules for 
the basic factors made variable instead of fixed by the reaction 
of human beings to varying psychological costs of production 
and varying rates of remuneration. For purposes of abstract the- 
ory, such an exposition is not difficult to frame, at least in its 
broad outlines. For purposes of application to concrete problems, 
it cannot, as yet, be carried far, but must content itself with 
stressing the significance of certain objective manifestations of 
real costs, such as variations in the duration, or intensity, or 
monotony of labor. Such a theory must necessarily be static in 
large part, that is, original variations of significant degree must 
not be presumed to be operating for many factors at once, if, 
with our present command of either deductive or statistical 
technique, we are to be able to handle it. It can be applied, 
therefore, to concrete situations only if they are dominated by 
striking variations in a few important factors. 

Angell’s discussion of the theory of international trade un- 
der conditions of violently fluctuating currencies appeals to me 
as one of the best features in the book, and as superior to any 
earlier formulation of the problem which I have encountered. 

Since the major part of this review has been devoted to ad- 
verse criticism of particular phases of Angell’s work, with a re- 
sultant distribution of emphasis which would be misleading if 
the intent were to indicate my appraisal of its comparative mer- 
its and demerits by the amount of space devoted to each, I must 
repeat, in closing, that in my judgment this book, though by no 
means flawless, is a distinguished, stimulating, and valuable 


dies ‘ ‘i 
addition to the literature in its field. Jacos VINER 
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THE ECONOMIC STATUS OF AGRICULTURE 


Farmers more or less periodically complain of relative pov- 
erty and economic injustice. And even when there is little audi- 
ble complaint statistical investigations have pointed out that 
agriculturists are on a lower economic plane than urban dwell- 
ers. According to the estimate of Goldenweiser in 1916, the 
average farmer’s income was about that of wage-earners in the 
cities. It was less than that of wage-earners in street railways 
and in iron and steel works, industries in which the bulk of the 
workers are men. The farmer’s income was less on the average 
than that of all classes of salaried employees. And this estimate 
was on the basis of the farmer’s total income, only one-third of 
which was in the form of cash, and two-thirds rent, food, and 
fuel supplied by the farm. A similar conclusion was reached by 
the investigators of the National Bureau of Economic Research 
in their analysis of farm income in 1919. In that year the per 
capita income of the farm population in the whole country was 
estimated at $417; and the per capita income of the rest of the 
population at $716. And 1919 was a year of peak agricultural 
prosperity. Two years later the average per capita income of 
the non-farm population had slightly decreased, while the agri- 
cultural income had shrunk from $9,589,000,000 to $3,965,- 
000,000. The only states in which agricultural income increased 
in this period were Massachusetts, Connecticut, Vermont, and 
New Hampshire, states in which a dairy industry supplied prod- 
ucts to immediate consumers in relatively prosperous industrial 
communities. The farmer’s income appears on the average to 
be much smaller and much more variable than that of urban 
workers. This discrepancy between rural and urban income 
does not seem to be a recent phenomenon. Henry C. Wallace 
estimated that in 1909, although one-third of all people gain- 
fully employed were in agriculture, they received only 18 per 
cent of the national income. 

624 
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This looks like a case of group economic injustice. But be- 
fore we reach this conclusion it may be well to formulate a more 
or less definite concept of economic justice. As related to this we 
might consider to what extent the condition is due to the aver- 
age farmer’s own fault—his mental inertia, conservatism, tradi- 
tioualism, and suggestibility; to what extent it may be due to 
widespread social and economic tendencies that are not under- 
stood until they are well under way, such as an uneconomic dis- 
tribution of population over new lands and in different occupa- 
tions. In other words, is the lower economic status of agricul- 
ture a permanent and inevitable fact under the present system 
of distribution, or is it temporary and remediable? If the latter, 
is it a mere lag due to “friction” in the gradually leveling influ- 
ence of competition, or is it a proper subject for governmental 
interference and social legislation? 

Let us consider some of the causes of the present economic 
disadvantages of agriculture. For one thing, the farmer has the 
disadvantage of being engaged in one of the oldest of industries. 
In a dynamic society where social wants are changing, old wants 
dying out, and new wants appearing in their place, and where 
rapid change and improvement is made in the mechanism and 
organization by which these wants are satisfied, there is a great 
advantage accruing to those who foresee change in demand and 
who exhibit initiative in redirecting productive energy to the 
satisfaction of these new wants. Under conditions of social and 
industrial change, demand in certain fields for some time ex- 
ceeds supply; and high profits or salaries are the reward for pri- 
ority in the new field. In other words, some people react to new 
situations much more readily than others, and by their priority 
and resourcefulness dominate these situations. The class of in- 
dividuals that exhibit this foresight and initiative Professor 
Giddings terms the “protarchy.” Now it is obvious that the 
typical farmer, by reason of his innate characteristics or his 
circumstances, is not eligible to membership in the society of 
protarchs. He may use new agricultural machinery, but only 
after it has come from the hands of the inventor and the manu- 
facturer. The reasons for this are obvious. Farming is the old- 
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est of the major occupations, and so the farthest removed from 
the dynamic frontier. In so far, then, as priority in industrial 
movements confers an economic advantage, the farmer is inevi- 
tably handicapped. 

It might be asked why, in the midst of industrial change 
and the ups and downs of agriculture and other industry, the 
farmer might not, periodically, find himself in a position of eco- 
nomic advantage. It is true that in times of rising prices agri- 
culture is relatively prosperous and the farmer as entrepreneur 
finds his income increasing more rapidly than his costs. But 
the farmer under these circumstances enjoys less advantage 
than the manufacturer; for he profits only in proportion as his 
expenses are fixed, or are for labor, the wages for which lag 
behind the rise of price. One profits during periods of expansion 
in proportion as he is a debtor or an entrepreneur. And the 
farmer is less of an entrepreneur than the owner or manager of 
a large industrial plant. His main income is a labor income, and 
his temporary profits during periods of expansion are offset by 
the necessity of working for less than current wages during 
periods of depression. In No. 9 of the “Publications of the Na- 
tional Bureau of Economic Research” the average income per 
farm family in 1921 was estimated as below $500 in Kentucky, 
Indiana, Illinois, Iowa, Missouri, Minnesota, South Dakota, 
Nebraska, Kansas, South Carolina, Georgia, Mississippi, and 
Louisiana. 

It may be asked, if the farmer is in a perpetual condition of 
disadvantage, why does not competition and the flow of labor 
to the cities equalize the opportunity in city and country? 
There are several obvious answers to this. The invention of 
farm machinery, which greatly increases the productivity of 
agricultural labor, tends to produce a constant surplus of popu- 
lation upon the farms, which results in a continual migration 
from the country to the cities. Moreover, the birth-rate in the 
country is higher than that in the city, and the death-rate low- 
er; so that although with the development of sanitary science the 
difference beween rural and urban death-rate tends to diminish, 
the vital index is still much higher in the country than in the 





THE ECONOMIC STATUS OF AGRICULTURE 627 


city. The rapidly growing rural population and the steadily 
diminishing need of farm labor tends, owing to the working of 
demand and supply, to maintain a different economic trend be- 
tween rural and urban workers, in spite of the continual migra- 
tion to the cities. According to data published by the Institute 
of Social and Religious Research, there are for every one hun- 
dred married women between the ages of fifteen and forty-five 
in the cities 128 children; in the villages, 157; and in the open 
country, 195. According to the census reports of the death-rate 
in 1916, the urban rate was 15 per thousand, and the rural, 
12.9. And there was a larger proportion of young children and 
old people in the country; so that, other things being equal, the 
death-rate in the country would have been higher. Statistics 
also indicate the higher rural birth-rate.* The eight states in the 
order of vital index of native-born whites and the percentages 
are as follows: 
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And these states are mainly or largely agricultural states. Be- 
cause of these facts it is evident why rural migration does not 
bring about economic equality between rural and urban peo- 
ples. Surplus rural labor arises from year to year, and the con- 
stant migration to the city, although it tends toward equaliza- 
tion, operates continually under the conditions of a cultural lag. 
A noted authority on rural problems, Professor C. C. Taylor, 
has noted that according to the price criterion the country is 
overpopulated; and he explains this as due to a combination of 
the forces of the industrial revolution and the opening up of 
vast potential farming lands in North America. Through the 

‘Huntington and Williams, “Statistics for 1917,” Business Geography, p. 
470. 
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nineteenth century there developed a rural complex, large num- 
bers of people coming to look upon land ownership and land 
speculation as the normal means to economic independence or 
wealth. At the same time the industrial revolution, through its 
creation of agricultural machinery, was increasing the produc- 
tivity of agricultural labor and thus necessitating a smaller and 
smaller percentage of people upon the farms. The readjustment 
under the price system is a slow one; and the price system under 
our present conditions seems defective as a social-economic 
force, for if rural emigration alone were to raise rural income to 
equality with urban income the cost of the necessities of life 
to urban dwellers would be so high that great numbers would 
suffer from actual privations. The implication of Mr. Taylor’s 
dilemma is that free competition under the automatic opera- 
tion of the price system alone is not sufficient to solve the eco- 
nomic problem of the farmer. 

Another relative disadvantage of the farmer is his handicap 
in the use of natural power. The steam engine has created the 
conditions under which the farmer has been obliged to exchange 
with the urban producer at a disadvantage when judged from 
the point of view of the human costs of production. The chief 
power in manufacturing is derived from coal through the agency 
of the steam engine. The motive power on the farm is still to 
a considerable extent the muscles of men and animals. It is true 
that the invention of agricultural machinery has greatly in- 
creased the ratio of work done by animals to that done by man, 
and has thus greatly increased the productivity of farm labor: 
“The amount of human labor needed in raising one bushel of 
wheat has been reduced from three hours in 1830 to ten minutes 
today” (1920). On the other hand, a considerable part of farm 
labor, such as general chores and the milking of cows, is pure 
handwork. The cost of production is as great today as in the 
time of our grandfathers, the milking machine driven by elec- 
trical power having been judged impracticable by many farm- 
ers. So if we strike an average of the efficiency of farm labor 
between costly handwork on the one hand and more efficient 
effort when equipped with such capital as self-binding reapers 
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or hay-loaders on the other, it is probable that the efficiency of 
the farmer is not as high a multiple of the efficiency of the man 
with a hoe as is the efficiency of the modern worker in automo- 
bile plants and steel works of that of the medieval artisan with 
his tool. 

The use of petroleum as a new source of power through the 
agency of the combustion engine may do something toward miti- 
gating the farmer’s disadvantage, and the more extensive use 
of hydro-electric energy may operate in the same direction, al- 
though at present this is used as a convenience in lighting and 
reducing household labor, but not as a source of mechanical 
power for the performance of farm work. On the whole, the 
farmer is much less adequately equipped with power for pro- 
duction purposes than the manufacturer; so that from the point 
of view of the labor costs of creating a given amount of eco- 
nomic utility he operates at a relative disadvantage. 

This handicap in the use of natural power is one phase of 
the major disadvantage of agriculture when compared with 
manufacture. Farming is characteristically a small-scale indus- 
try; manufacture, especially of bulky goods that can be turned 
out in uniform and standardized patterns, tends to be a large- 
scale industry. An agricultural enterprise, if enlarged in scope, 
soon reaches the point of diminishing returns. Some forms of 
manufacture increase in efficiency with the size of the plant, so 
that there may be an almost indefinite expansion before the 
industry reaches the stage of constant returns. The technologi- 
cal basis of large-scale industry is cheaper power and greater 
specialization of labor. The concentration of a large number of 
men in manufacturing plants, so that there is necessary but a 
short transmission of power, makes available the energy trans- 
formed by the large steam engine. The use of power of this type 
is not possible on the farm; machinery for most operations can- 
not be stationary. Hence, until the discovery of petroleum the 
farmer was under this inevitable handicap. 

But even if the farmer could employ machinery driven by 
natural power, in his use of capital equipment he would inevi- 
tably operate at a disadvantage in comparison with the manu- 
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facturer, because the variety of the work on a diversified farm 
necessitates a variety of capital equipment. This variety of 
work and the seasonal character of the industry causes much 
of the capital to be idle a large part of the time. Thus the over- 
head cost of idle capital equipment puts the farmer at a disad- 
vantage in comparison with the highly specialized manufactur- 
ing plant of the cities, in which the capital equipment is ex- 
pected to be utilized for a large part of the time. If the farmer 
aims at more effective use of machinery through specialized 
farming he encounters other handicaps as great, for the diffi- 
culty of supervision of labor over wide areas, the waste of time 
going a long distance to and from work, and the deterioration 
of the soil under the conditions of large-scale, one-crop agricul- 
ture sooner or later drives him back to the rotation of crops and 
the keeping of animals. This necessitates either an increase in 
hand labor in comparison with machinery, or a large amount of 
idle capital equipment. So it would appear that agriculture in 
the United States is destined to be a small-scale industry. 

The small-scale method also puts the farmer at a disadvan- 
tage when it comes to marketing his product. He is characteris- 
tically a producer. When it comes to the sale of his product he 
has to perform a function for which he is unequipped. If he 
delegates this authority fully to others, it can be only by means 
of vast co-operative combinations which are difficult to organize 
in the case of a large body of widely scattered, independent pro- 
ducers. Here the big manufacturing plant with its highly skilled 
and specialized advertising and sales department has a great ad- 
vantage over the individual farmers. Yet the industrial and me- 
chanical revolution, with its specialization and mass production 
and its output of agricultural machinery, has enabled produc- 
tion, both rural and urban, to overtake the market. Now the 
problem of selling farm products is serious, as well as the prob- 
lem of production. Here again the farmer seems to be in a posi- 
tion of inherent disadvantage. 

The fundamental distinction, then, between agriculture and 
manufacture is between small-scale and large-scale enterprise. 
Not all manufacturing industries are large-scale; high-quality 
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goods in which the main factor is skilled labor are in some cases 
produced more efficiently in the small, rather than in the large, 
plants; and some agricultural enterprises in America, such as 
the raising of wheat and the production of beef, have been con- 
ducted profitably on a large scale. But the current tendencies in 
American industrial life are toward large-scale manufacture 
and smaller-sized farms. For the manufacture of quality prod- 
ucts is being left to the more densely populated industrial states 
of Europe; we are tending toward specialization in the produc- 
tion of medium-quality goods produced by the capitalistic meth- 
od. The large wheat farms and cattle ranches tend to disappear 
with growth of population and the rise of land values. Hence 
the technical advantages of large-scale production in the United 
States tend permanently to handicap the farmer in comparison 
with the manufacturer. Large-scale industry, and hence the 
maximum of industrial efficiency, require two conditions: cheap 
mechanical power and a high degree of specialization of labor. 
Neither of these conditions is found on the typical farm today. 
Because of these technological and economic handicaps a 
large percentage of the American farmers, that is, the men who 
actually work the farms, are in the position of renters, borrow- 
ers, and laborers rather than owners and entrepreneurs. That is, 
a large percentage of the gross farm income is paid by farmers 
to non-farmers in the form of rent and interest on mortgages. 
In 1921, according to the Bureau of Economic Research, the 
Nebraska farmers received only 9.4 per cent of the current agri- 
cultural income earned in the state. In 1919, a year of high 
agricultural prosperity, they received 75 per cent of the total 
state income. In other words, the share of non-farmers in the 
form of rent and interest is to a certain extent a fixed charge on 
the total agricultural income. Consequently, the farmer’s share 
is subject to very wide fluctuations as between years of pros- 
perity and depression. In New England, where most of the 
farms are owned by the men who operate them, this disadvan- 
tage would appear to be absent; for, according to the investiga- 
tions of the Bureau of Economic Research, in 1921 the farmers 
of New England received 95 per cent of the total agricultural 
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income in that section. This seeming advantage of the New 
England farmer is probably more or less illusory. The total 
income of the New England farmer, however he may classify it 
—as rent, profits, and wages—is less than the average yearly 
wage of the worker in the city who has no property; and the in- 
come of the Nebraska, Iowa, or Illinois farmer in years of pros- 
perity is greater than that of the New England farmer who owns 
his farm. The smaller percentage of net farmer’s income to 
land value in the Middle West is probably due to the capitaliza- 
tion of highly estimated future profits, while the higher percent- 
age of return in New England farm land may be due to the fact 
that its value represents the capitalization of realized returns. 

Another disadvantage of the farmer as renter and borrower 
is the difficulty in securing agricultural credit. Other things be- 
ing equal, bankers prefer to loan credit to business men rather 
than to farmers, or are induced to lend to farmers only at a high 
rate of interest. To some farmers this seems an unfair discrimi- 
nation; but much can be said from the banker’s point of view. 
A banker does not really lend his own credit; he exchanges his 
credit, a credit of wide acceptability, for the credit of the bor- 
rower, a credit of less wide acceptability. Or, in other words, 
the banker estimates, records, guarantees, and transmutes into 
an exchangeable form the credit of the borrower, for which 
service he receives his payment of interest or discount. Now, 
the credit of the typical business man, for which the banker ex- 
changes his credit, is of a higher quality than that of the typical 
farmer, because as an entrepreneur in the city the former is a 
survivor of a severe selective process. Hence his credit, as based 
upon proved ability, is higher than that of the farmer. The typi- 
cal New England farmer is also an entrepreneur, but so are all 
his neighbors; and he is not the survivor of a severe selective 
process making for entrepreneurial ability. Besides, the unfore- 
seeable risks of agriculture are probably greater than those of 
business. Bad weather and a good crop abroad may weaken the 
farmer’s credit through no fault of his own, and thus make him 
a heavier risk for the lender of short-time credits. 

Added to these economic handicaps, and probably in part a 
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result of them., is a decline in the farmer’s political influence. 
Political influence is likely to follow economic power, and this 
has passed to other individuals. The farmer’s influence is po- 
tential only because of his numbers. Yet farmers are charac- 
teristically individualists; they are politically illiterate, and 
through individualistic tradition and political prejudice they are 
still in the mass doughtily opposed to their own interests. This 
unfortunate condition is intensified by the power inherent in 
modern propaganda. The owners of newspapers and radio, who 
are dominated by the advertising class, who, in turn, are domi- 
nated by the producers of luxury goods or those for which de- 
mand is elastic, and which are characteristically produced on a 
large scale, confirm the farmer in his individualistic tradition 
and bent. A crop failure combined with good crops abroad or an 
overproduction of some crop at home may make him a tempo- 
rary radical, but with a return toward the average level of pros- 
perity he reverts to his traditional allegiance. 

Owing to his backwardness in the development of political 
intelligence the farmer has not been able to get his share of fa- 
vorable class legislation. Where there is a clash of interest be- 
tween the manufacturing and agricultural interests the legisla- 
tion has generally favored the manufacturer. One important 
field in whith this fact is illustrated is that of tariff legislation. 
The tariff is levied on imports and not on exports. It causes a 
rise in price which operates as an indirect tax on the consumer. 
A tariff, then, on certain goods amounts to granting the pro- 
ducer of these goods the right to tax the general consuming pub- 
lic. Since we produce a surplus for export of most of our major 
agricultural products, the tariff on these goods is void of eco- 
nomic effect. But some of the goods which the farmer buys 
might be procured more cheaply from abroad. Hence the tariff 
operates toward inequality of exchange as between farmers and 
manufacturers. The farmer sells on the lower-level world-mar- 
ket. And he buys on the higher-level domestic market. This 
increases his cost or reduces his net income, so that, although it 
is probably one of the subsidiary causes of the farmer’s lower 
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economic status, it does contribute toward his total cause for 
discontent. 

In the field of taxation the tendency of present legislation is 
to favor the rich industrialist at the expense of the farmer. 
Progressive income and inheritance taxes, which exempt fami- 
lies with incomes of $3,500 to $4,700, bear lightly upon the agri- 
cultural population, whose incomes are mostly below this limit. 
On the other hand, property and indirect taxes bear much more 
heavily on the middle and poorer classes. The present tendency 
of “tax reform” is to relieve the taxpayer in the higher brackets 
as the expenses of the federal government decline; while the ex- 
pansion of state and local expenditures is allowed tacitly to fall 
upon the farmer and other owners of tangible property. And, in 
line with the current methods of “educating” the farmer, both 
the maintenance of high tariffs and the reduction of the income 
surtax are advocated by editorial writers in the interest of the 
agricultural and other workers. 

Some recent investigations may throw light upon the tax 
burden of the farmer. A test of tax burden is the percentage of 
taxes to the income of the taxpayer in relation to the size of the 
income. The larger the income the higher percentage you may 
take in taxes to secure the same tax burden, because ability to 
pay taxes is probably more or less proportional to the surplus 
income above that required to supply the necessities and de- 
cencies of life. According to the investigators of the National 
Industrial Conference Board (Research Report No. 64, p. 
33) the percentage of income paid by American farmers in 
1913 was 10.6; the percentage paid by the remainder of the 
community, 4.1 per cent. In 1919 the percentage paid by farm- 
ers was 8.3 per cent; by others, 13.2 per cent. In 1921 the per- 
centage paid by farmers was 17.2 per cent; by others, 15.7. In 
1922, by farmers, 16.6; by others, 11.9 per cent. Since the 
farmer’s income is less than that of the remainder of the com- 
munity, a somewhat smaller percentage paid in taxes would 
probably be necessary to approximate equality of tax burden. 
Such a condition was approximately realized in 1919. Since 
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1921, however, with the repeal of the excess profits tax and the 
rapid reduction in the surtax rate in the federal income and es- 
tate taxes, we are reverting to the pre-war inequitable distribu- 
tion of tax burden. 

As to what is the limit of tax burden that a people can stand 
without revolt or anarchy we have some standard in the recent 
experience of the countries of Europe. In 1923 and 1924 Great 
Britain paid 23 per cent of the national income in taxes, and 
France, 21 per cent. This rate must be very near the margin of 
possible tax payment. With lower percentages France is prob- 
ably experiencing heavier burdens, for French ministers have 
repeatedly fallen through the refusal of their constituents to pay 
higher taxes. Twenty-one per cent of the national income in 
France represents probably a higher tax burden than 23, the 
percentage in Great Britain. By the same reasoning taxation of 
16 per cent of the farmer’s income is probably a heavier burden 
than 20 per cent taxation of non-farm income. But the discrep- 
ancy is just the other way, and it is increasing. 

These data point toward the conclusion that farmers as a 
class are the victims of economic injustice. Their income com- 
pares only with that of the lower strata of urban workers, not- 
withstanding the fact that farming, as it is carried out today, 
requires the exercise of considerable initiative, intelligence, and 
judgment. Since the occupation of the farmer partakes of all 
economic functions—labor, capital, and management—he needs 
a wide variety of personal attributes. Industry and energy are 
requisite for efficient labor. Courage, initiative, and adaptabil- 
ity are needed for his function as manager; foresight and judg- 
ment are indispensable in his réle as capitalist. Diversified 
farming, which prevails in the northern, and especially the 
north-central, part of the United States, requires so much en- 
ergy and general mental activity, in addition to definite climatic 
conditions, that it is limited to a relatively small part of the sur- 
face of the earth—outside of the United States only in Canada, 
New Zealand, Australia, and Northwestern Europe, regions of 
the most advanced intelligence and civilization. Yet the income 
of the skilled farmer in the mixed-farming region of the United 
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States is less than that of the skilled mechanic in the same 
region. This looks like a failure of free competition and the 
price system, and a permanent lowering of the status of the 
farmer. 

Now, what may be the social result of this economic condi- 
tion of agriculture? It may result in a permanent decline in the 
quality of rural life. Many sociologists believe that among the 
stream of migrants from country to city are a large proportion 
of the younger, more progressive, and more vigorous individuals 
who have grown up on the farm, and that they are leaving be- 
hind a remnant which is lacking in power of adjustment, in 
vitality, and in imagination. Professor C. C. Taylor has sug- 
gested that only the slow-ininded people stay on the farms, be- 
cause those who think and read are the first to realize the greater 
economic advantages in the city. Also, those who are unwilling 
to put up with poor homes and poor schools will go, with others 
of their kind, to the city, where they will struggle for these ad- 
vantages. 

Statistics of feeble-mindedness seem to support the view of 
this group of sociologists; for feeble-mindedness is more charac- 
teristic of the country than the city. It is primarily a rural 
problem. 

However, on this whole problem of the deterioration of the 
rural population through lower economic status we shall prob- 
ably need more light from the investigations of sociologists and 
biologists. At present one can only advance the query as to 
whether this economic disadvantage will have a dysgenic influ- 
ence on rural, and hence eventually on urban, life, or whether it 
will merely select the more ambitious and intelligent in each 
generation from a potentially equal level of quality, rural and 
urban. If the second alternative should be true, the economic 
disadvantage of farmers would not tend to result in a progressive 
lowering of the quality of the people as judged by the standards 
of success in business, art, and the professions, and hence is not 
so serious when considered from the social point of view. 

Now as to constructive proposals for solving the general 
economic problem of agriculture. Since, according to our analy- 
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sis, there are various causes for the farmer’s lower economic 
status, one would expect that the remedies should also be vari- 
ous. The first step might be to classify handicaps or disadvan- 
tages under the heads of the appropriate remedial agencies, 
such as individual adjustment, voluntary or government co-op- 
eration, government aid, government interference, and changes 
inherent in the trend of technological evolution. 

First, as to the method of individual adjustment. Personnel 
studies, such as are reducing the labor turnover in industrial 
plants and other urban occupations, might be applied to agri- 
culture. Aside from economic handicaps there are some inher- 
ent disadvantages in the occupations of farming. It is not suited 
to exceptional men, the restless, the ambitious, the adventurous, 
and the temperamental. Talent inevitably gravitates to the cit- 
ies. Farming is better suited to strong, healthy, well-balanced 
folk who combine a certain amount of intelligence and judgment 
with patience and phlegmatic steadfastness, like the hero in 
Knut Hansum’s Growth of the Soil; it is suitable for those who 
prefer outdoor and family life to the risky and adventurous ca- 
reers in cities and the graduate schools. 

Another much-discussed solution of the farmer’s problem is 
the organization of co-operative associations. This has been so 
thoroughly discussed that we shall mérely touch the subject in 
this sketch. The issue as to whether ¢o-operation shall be vol- 
untary or governmental has, of course, not yet been settled. By 
means of co-operative associations the farmer may be put on an 
equality as producer with the great manufacturing corporations 
in respect to their specialized skill in purchasing and selling. 
Much of the farmer’s supplies could be bought by the skilled 
purchasing agent of farm co-operatives. The same can be done 
as to selling, through sales agents or sales organization. A 
patronage rebate or co-operative division of net earnings might 
thus widely distribute profits such as, in the case of most manu- 
facturing industries, are concentrated in the hands of a small 
group of promoters, investment bankers, and corporation law- 
yers. Neighborhood co-operative groups might reduce the over- 
head expense of capital equipment on diversified farms through 
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the common ownership of breeding stock and farm machinery 
such as tractors, tedders, etc. 

At this point we may consider briefly the problem of the 
establishment of a government co-operative corporation for the 
purchase and sale of surplus farm products. This some seem to 
consider the one agency necessary for the solution of the farm 
problem. The writer does not take this view. It would seem to 
be, at best, but one of a number of possible remedial agents. If 
successful, it would remove one of a number of causes of agri- 
cultural unrest. Secondly, at best it would only be a moderate 
help; it might tend to stabilize prices from year to year, but it 
probably could not raise the average price, because the limited 
supply to the domestic market and the dumping of the surplus 
abroad would involve a high tariff wall to prevent its reship- 
ment. This would be class legislation for the farmer whose pro- 
duce was dumped abroad as against all classes of urban dwell- 
ers and all consumers. Such a plan would not be politically 
feasible, for it could be carried out only by a scattered, loosely 
organized minority group. It would be class legislation but not 
truly social legislation. The only class legislation that is eco- 
nomically sound is also social legislation. The fact that much of 
the kind that is enacted does not belong to this category is no 
argument in favor of the feasibility of the present scheme; for 
it is secured by wealthy, highly organized minority groups. 

The third remedial agency may be classified as government 
aid. Under this head may be placed the collection and dissemi- 
nation of information for the practical guidance of agricultur- 
ists. For one thing this would involve a study of land economics 
and regional planning. Farming should be carried on in regions 
suitable for it, upon rent land or marginal land. Where farmers 
are living on submarginal land the government should facilitate 
the abandonment of such farms and the transfer of the popula- 
tion to rent land or city industries. Where suitable, it should 
also carry out the reforestation of abandoned areas. And it is 
desirable that information shall be acquired on the economic 
effect of modern highways. The automobile, in reducing the 
commercial distance between a city market and many of the 
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farms, may have brought into the rent class land that was for- 
merly submarginal, and in the more remote hill districts it may 
have forced some marginal land below the margin of cultiva- 
tion. On the basis of this information the government might 
supervise the migration from submarginal lands to rent lands 
or cities, and reforest the abandoned areas. Finally, the gov- 
ernment, through agricultural extension and bulletins and the 
courses in agricultural colleges, ought to attempt the education 
of the farmer in the fundamental principles of economics, politi- 
cal science, and sociology, so that if possible he may achieve the 
insight necessary for intelligent citizenship and the proper solu- 
tion of the wider social problems in which his own interests are 
involved. The writer believes that there is a pressing need in 
agricultural colleges and the agricultural community for such 
material as is taught in the course in Freshman orientation at 
Columbia University. Only through such political enlighten- 
ment on the part of a large number of people, or at least of the 
leaders of public opinion, will there be possible the socio-politi- 
cal reforms that are suggested in the following paragraphs. 

These socio-political reforms belong under the caption of 
government interference. Chief among these are tariff and tax 
reform. The writer, in line with the almost unanimous opinion 
of economists, would advocate the complete abolition of tariff 
duties, except in so far as it was deemed advisable to levy duties 
for revenue purposes or to check undesirable consumption. As 
a means of minimizing the injury to vested interests he would 
advocate the gradual reduction of the tariff over a considerable 
period of time. 

As to taxation, we should advocate the centralized assess- 
ment, by federal or state authorities, of progressive income and 
inheritance taxes, and of corporation taxes, and the apportion- 
ment of the revenue gained according to the needs of federal and 
state governments, with an apportionment to the localities of 
revenue adequate, or somewhat less than adequate, for the mini- 
mum needs. A much reduced real estate tax might then be made 
the elastic element in municipal revenue. In this way, while tax 
burdens decline owing to the declining war costs, it might be 





640 HARVEY W. PECK 


possible to distribute the cost of public services more nearly in 
line with the just system of distribution of tax burden developed 
during the war. 

As another force that may help toward a solution of the 
agricultural problem we may look with hope toward the newer 
trend in technological development. The use of gasoline and 
hydro-electric energy may tend to reduce the farmer’s handicap 
in the use of power, especially if we retain public ownership of 
the sources of hydro-electric power and if it is developed as a 
public utility. Since the beginning of the industrial revolution 
the engineers and the inventors, by their efforts to improve pro- 
duction through the technology of the steam engine, have pro- 
foundly disturbed or brought into a state of maladjustment the 
social and political forces which make for stability and content- 
ment. Through the new industrial eras that may arise through 
the use of new forms of power, productive capacity may be 
steadily increased and at the same time there may be a reduc- 
tion of social inequality and political chaos. 

In so far as the handicaps of farm life may prove to be per- 
manent, this may be alleviated by emphasis on some of the posi- 
tive advantages of future life in the country. To the old attrac- 
tions of health, of family life, of the aesthetic background, are 
being added the newer opportunities for social intercourse 
through the improved means of communication. An emphasis 
upon the aesthetic background of rural life might result in a 
considerable increase in the psychic income of the farmer. 
Would it be too romantic to suggest that a study of the Roman- 
tic movement in English literature, with its emphasis upon the 
influence of nature on human experience, be made.a part of the 
curriculum of the rural high schools and of agricultural col- 
leges? 

Finally, the farmer’s economic problem is part of the gen- 
eral economic problem. That may be progressively solved by 
the development of science and its application to the problems 
of the elimination of waste and the distribution of wealth. 

In conclusion, it might be well to formulate the economic or 
ethical assumptions on which the above program might be the- 
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oretically justified. Economic returns should be in proportion 
to economic productivity or social serviceability modified by 
equalizing differences in the nature of one’s occupation. Wealth 
is from three main sources: nature, the effort and intelligence 
of living men, and the state of the arts handed down from the 
past. All people should enjoy the wealth conferred by nature 
and by the cultural inheritance, either equally or in proportion 
to their capacity for utilization and enjoyment. Large-scale in- 
dustry, especially manufacture, is in a position to utilize many 
of the contributions of science and engineering. This the farmer 
can do only to a limited extent. Hence, to offset the opportunity 
afforded big business of appropriating the economic productiv- 
ity of the cultural inheritance, the farmer will need favorable 
class or social legislation to be restored to a position of relative 
equality. 
Harvey W. Peck 
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OUR MERCHANT MARINE PROBLEM AND 
INTERNATIONAL TRADE POLICIES 


The world-war, with its immediate political and social re- 
sults, has exerted a profound influence upon present-day indus- 
trial movements and policies. This influence has not been of the 
nature of a radical revolution in methods of production, as was 
that associated with the great mechanical inventions of a cen- 
tury and more ago, commonly known as the Industrial Revolu- 
tion. Alterations in industrial technique were indeed stimulated 
to some extent, but such results have not been thus far its most 
conspicuous feature. The world-war produced some very marked 
changes in the relations of nations with one another. Alterations 
in political boundary lines, coupled with a great intensification 
of nationalistic feeling, have been followed by a strong reaction 
toward high tariff barriers and the fostering of a spirit aiming at 
a high degree of economic self-sufficiency within political bound- 
ary lines. On the other hand the heavy financial obligations in- 
curred by the war have called for a policy diametrically opposed 
to this economic nationalism. In other words, the world-war in- 
tensified the spirit of economic nationalism which has manifested 
itself by the erection of tariff barriers materially limiting trade 
development, while at the same time it created obligations which 
can be met only by facilitating commercial intercourse. 

This situation, with its inconsistency of financial obligations 
and political purposes, is an important factor in the merchant- 
marine problems confronting this, and to a less extent some 
other, countries. Commercial relationships involve an inter- 
change not only of merchandise and gold but also of services. A 
not inconsiderable item in the trade balances of nations is that 
comprising charges for the services of transportation. The sig- 
nificance of this fact in connection with present-day shipping de- 
velopments is often ignored, and in consequence policies are for- 
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mulated which are at cross-purposes with each other. The situ- 
ation may be considered by noting first the general effects of 
the war upon the world’s merchant marine and then discussing 
the conditions which have thus far resulted in the light of cur- 
rent political tendencies and aims. 

Distributed among the leading merchant-marine nations the 
number of vessels and tonnage were as shown in Table I. 


TABLE I 


NUMBER AND TONNAGE OF VESSELS AMONG THE LEAD- 
ING MERCHANT MARINE COUNTRIES OF THE 
Worip IN JUNE, 1914 








Tonnage 
Number (Gross and Net)* 





British: 
United Kingdom 9,240 19,256,766 
Dominions 2,088 1,788, 283 





11,328 21,045,049 


2,490 2,970,284 
610 2,352,764 





3,100 5 323,048 


2,388 55459,296 
2,191 2,504,722 
1,576 2,319,438 
1,103 1,708,386 
1,160 1,668, 296 

806 1,496,435 
1,466 1,118,086 

647 898 ,823 

822 820,181 
4,249 4,727,792 





30,836 49,089,552 











* Gross tons for steamers and net tons for sailing vessels. 


In June, 1914, the world’s merchant marine, as recorded in 
Lloyd’s Register of Shipping, comprised 30,836 vessels with a 
combined tonnage, gross and net,’ of 49,089,552. Of these totals 
24,444 vessels were steamers with an aggregate of 45,403,877 


* Until the year 1919 Lloyd’s Register always gave the tonnage of sailing ves- 
sels in net tons while that of steamers was recorded in gross tons. Since 1919 na- 
tional totals are given in gross tons for both kinds of vessels. 
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gross tons, and 6,392 were sailing ships with a total of 3,685,675 
net tons.” These figures do not include vessels of less than 100 
tons; nor do they embrace unrigged craft like barges and flats, 
Japanese sailing vessels, and some ships of uncertain number 
and tonnage operating on the Caspian Sea. Practically speak- 
ing, however, they comprise the commercial shipping of the 
world on the eve of the Great War. 

Of this mercantile tonnage about 40 per cent belonged to 
Great Britain and Ireland. If the British oversea dominions are 
included it could be said that approximately 43 per cent of the 
world’s commercial shipping, immediately before the outbreak 
of hostilities, operated under the British flag. The next most im- 
portant country in the extent of its merchant marine was Ger- 
many. Under the flag of that empire there was a tonnage slightly 
over one-quarter that of the total British fleet. 

In 1914 the United States ranked third with a merchant ma- 
rine, as recorded in Lloyd, slightly less than that of Germany. 
The greater part of the American merchant fleet was confined to 
inland (including coastwise) transportation. Only a little over 
1,000,000 tons of our shipping were engaged in. foreign trade. 
According to the figures published by the United States Bureau 
of Navigation the American merchant marine had in 1914 a ton- 
nage of two and a half million more than the figure published by 
Lloyd. This additional tonnage, however, included unrigged 
craft and numerous small vessels not recorded by the English 
authority. 

The other countries of the world had considerably smaller 
mercantile fleets, although a few had a larger tonnage engaged 
in foreign trade than did the United States. Norway, which 
ranked fourth, had a fleet of over 2,500,000 gross tons. This 
country was followed by France, Japan, Italy, Holland, and 
Sweden, in the order named. These countries had each a gross 
tonnage in excess of one million. 

The changes which took place in the world’s shipping dur- 
ing, and immediately following, the Great War were influenced 
by the destruction wrought by German submarines, the efforts 

* Lloyd’s Register of Shipping, 1914-15, II, 960-6r. 





OUR MERCHANT MARINE PROBLEM 645 


of belligerent and neutral nations to replace destroyed tonnage, 
and the transfer of the greater part of the German merchant ma- 
rine at the close of the war to the flags of the allied countries. 
All these influences were, of course, related to one another, but 
each had a preponderating effect upon the post-war status of 
certain countries. The first made some significant alterations in 
the rank of certain nations, the second was the prime factor in 
the remarkable increase of the American seagoing tonnage, and 
the third was responsible for the dislodgement of Germany as 
the second most important shipping country of the world. 

The precise amount of shipping destroyed during the war by 
mines and submarines cannot be stated with precision, as some 
small craft not recorded in the registers of shipping authorities 
like Lloyd were known to have succumbed to this form of war- 
fare, and other vessels were lost, the cause of whose disappear- 
ance was never ascertained. A close approximation, however, 
can be made. Of the world’s shipping recorded in Lloyd’s Regis- 
ter there were lost or “broken up” during the years from 1914 to 
1918, inclusive, 6,670 vessels of 15,428,473 gross tons.* Of that 
amount only 107 vessels of 139,339 tons were “broken up,” leav- 
ing 6,563 vessels of 15,289,134 tons which were recorded as 
“Jost.” A normal loss of 2,000,000 gross tons for the five-year 
period indicated would be a liberal allowance. Such an allow- 
ance would still mean that the destruction wrought by subma- 
rines and other war activities was equivalent to more than one- 
quarter of the world’s merchant tonnage in June, 1914. 

The country which suffered most acutely from the subma- 
rine warfare was Great Britain. From the beginning of the war 
to October 31, 1918, according to a statement issued in 1919 by 
the British admiralty, the total losses of the United Kingdom 
from belligerent action and other marine risk amounted to 
9,031,828 tons,* a little less than one-half the country’s regis- 
tered total for the year 1914. This enormous loss was, of course, 
being partially replaced by new vessels through increased ship- 
building activity. The damage, however, was not immediately 

* Lloyd’s Register of Shipping, II (1925-26), 1177. 

“ Board of Trade Journal, London, August 7, 1919. 
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repaired. In June, 1919, when the first uncensored issue after 
1914 of Lloyd’s Register of Shipping appeared, the merchant 
marine of Great Britain and Ireland was 2,700,000 tons less 
than it had been five years before.® It was not until 1921 that 
Great Britain’s mercantile fleet reached its pre-war proportions. 

The post-war situation with respect to the rank of the mer- 


TABLE II 


DISTRIBUTION OF VESSEL TONNAGE IN THE Post-WaR 


Periop (Gross Tons) 








1919 


1920 


1925 





Great Britain and Ireland 
British oversea dominions 


Total British 
United States: 
Great Lakes 
Total American* 


16,555,471 
2,052,404 


18,330,424 
2,252,228 


19,440,711 
2,781,487 





18,607,875 


10,782,170 
2,257,786 


20,582,652 


13,789,874 
2,207,429 


22,222,198 


12,948,632 
2,364,920 





13,039,956 


2,325,266 
2,233,631 
3,503,380 
1,370,097 


1,857,829 . 


1,591,911 
992,611 
750,611 
702,436 

3,943,670 


15,997,303 


2,995,878 
3,245,194 

672,671 
2,242,393 
2,219,388 
1,793,396 
1,072,925 

997,030 

803,411 
4,691,824 


1553135552 


3,919,807 
3,511,984 
3,973,713 
3,028,661 
2,680,642 
2,600,831 
1,301,126 
1,184,721 
1,059,846 
4,744,337 








59,919,273 





571314,065 





64,641,418 





* Philippine shipping, which in 1925 amounted to 63,928 gross tons, is included in “All others.” 


chant fleets of the several nations may be indicated by showing 
their gross tonnages for the years 1919, 1920, and 1925. The 
figures for 1919 indicate the merchant-marine situation in June 
of that year, before the greater part of the German fleet had 
been distributed among the allied countries; those for 1920, a 
year later, when the distribution had been effected; and those 
for 1925, the present-day distribution.° 

The world’s shipping tonnage for 1919 showed some in- 

* Lloyd’s Register of Shipping, II (1919-20), 960. 

* Lloyd’s Register of Shipping, II (1925-26), 1156, 1166-70. 
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crease over that of 1914, but it was small compared with similar 
intervals before and after the war. It was estimated that at the 
rate of probable increase shown by annual figures for the fifteen 
years preceding the outbreak of the conflict the steam tonnage 
of the world in June, 1919, was 7,473,000 gross tons less than it 
would have been had the war not occurred. British shipping, ac- 
cording to this estimate, was 5,000,000 tons behind what it oth- 
erwise would have been; the German merchant marine, more 
than 3,500,000 tons; the Norwegian fleet, over 1,000,000 tons; 
and French shipping, more than 500,000 tons. On the other 
hand the United States showed a gain of nearly 7,000,000 gross 
tons over her estimated normal growth; and Japan, 20,000 tons.’ 

The great increase from June, 1919, to June, 1920, was due 
to the completion of large numbers of vessels whose building 
started before the close of the war, coupled with the cessation of 
submarine warfare. From 1920 the increase in vessel tonnage 
has been steady, but more moderate from year to year. An in- 
teresting feature of the post-war development, however, has 
been the distribution of shipping among the leading commercial 
nations and its relation to international trade policies. 

While Great Britain suffered from heavy losses during the 
continuance of the conflict she emerged from the struggle with 
her fleet still the dominant ocean carrier of the world. Norway, 
which in 1914 ranked fourth in the size of her merchant marine 
and third in the tonnage of vessels engaged in international 
trade, showed in 1919 a loss of over one-fifth of her shipping, 
and was considerably behind Japan and France. Like some oth- 
er neutrals, her shipping suffered considerable curtailment on 
account of the war. While these war losses have since been more 
than replaced in terms of aggregate tonnage, she now ranks sev- 
enth instead of fourth. France emerged from the war with a 
fleet somewhat smaller than the one she had in 1914, but addi- 
tions in the year following the close of the conflict increased the 
size of this fleet by over 1,000,000 tons. In 1920 France ranked 
third among the merchant-marine nations of the world, and in 
June, 1925, fourth, having been displaced by Japan. 

"Board of Trade Journal (London, August 7, 1919), pp. 172-73. 
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The increased size of the Japanese fleet was due largely, if 
not mainly, to shipbuilding activity during the latter part of the 
war and the years immediately following. It is true that there 
had been a well-defined government policy, antedating the out- 
break of hostilities, looking toward the establishment of a large 
national merchant marine. But Japan suffered comparatively 
little loss from submarine warfare and, by virtue of her geo- 
graphical position, was enabled to take advantage of the urgent 
demand for more vessel tonnage—a demand felt throughout the 
world. As a partial result of an enlarged shipbuilding program, 
Japan in recent years has been one of the three or four leading 
merchant-marine countries of the world. 

The most phenomenal development caused by the effort to 
replace the destroyed tonnage and the mercantile shipping requi- 
sitioned for purely war purposes took place in the United States. 
In proportion to her industrial and commercial prominence our 
country, in the pre-war period, had a small merchant fleet, and 
the tonnage engaged in foreign trade was relatively insignificant. 
During the decade immediately preceding the outbreak of the 
world-war about go per cert of our exports and imports were 
carried in vessels flying foreign flags. The first effect of the war 
was a great reduction in vessel space available for the carriage of 
our foreign traffic, followed by an increasing demand on the part 
of the belligerent powers for American products. Before the 
close of 1916 supplies destined for Europe were accumulating 
at Atlantic seaports and could not be shipped across the Atlantic 
because of the lack of adequate vessel space. Much of the trade 
with South America and the Orient was interrupted for the same 
reason. The situation called for the adoption of a shipping pol- 
icy having in view the immediate development of an American 
merchant marine capable of handling a much larger proportion 
of our foreign trade than heretofore. 

Laws were passed facilitating the transfer of foreign-built 
vessels to American registry. Many ships heretofore limited to 
our inland trade were registered for our foreign service.* The 


* American shipping limited to our coastwise and interior service belongs to 
what is called our “enrolled” tonnage. Such tonnage is. not documented for for- 
eign trade. Vessels engaged in foreign trade are documented as “registered.” 
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United States Shipping Board was created in 1916 and was given 
wide powers with reference to the purchase and building of 
ships. After this country entered the war an elaborate ship- 
building program was put into execution, and in pursuance of 
this program the United States for a time was building and 
launching a greater tonnage than the rest of the world combined. 

By 1920 the American merchant marine, as recorded by 
Lloyd, consisted of nearly 16,000,000 gross tons—the tonnage 
being more than three times what it was in 1914. Furthermore, 
this astonishing growth had taken place mainly in our registered 
shipping, or the shipping engaged in foreign trade. While some 
of this increase was due to the transfer of German vessels to 
American registry after the war and to earlier transfers from 
other countries the development was mainly a matter of ship- 
building activity. 

During the last five years there was a further increase in the 
size of the American merchant marine up to June, 1922, when 
the tonnage reached nearly 17,000,000, followed by a decline to 
a little over 15,000,000 tons in June, 1925. The post-war situa- 
tion in the United States has been characterized by a great 
slackening in shipbuilding activity, especially during the last 
few years, and by much uncertainty regarding the proper utili- 
zation and disposal of the vessels constructed to meet a great 
world-emergency. 

Before considering present-day policies in the light of the 
developments just noted, some attention should be given to the 
German mercantile fleet, which, as we have observed, ranked 
second in 1914. The larger ships of the German merchant ma- 
rine were transferred to the Allies. In 1920 the vessels flying the 
German flag, as shown in the table on page 646, had a gross ton- 
nage of only 672,671, or about one-eighth of what it had been in 
1914. What was popularly regarded as one of the heaviest 
blows to German commercial prestige was the drastic reduction 
of that country’s merchant fleet. It is worth noting, however, 
that by June, 1925, the German merchant marine increased from 
less than 675,000 tons to over 3,000,000 tons. In other words, it 
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has considerably more than quadrupled within a period of five 
years. 

In June, 1925, the world’s merchant marine, as recorded by 
Lloyd, consisted of nearly 33,000 vessels, with a total of 64,641,- 
000 gross tons. Slightly over one-third of this total is British 
(including British oversea dominions), and a little less than one- 
fourth is American. If the fleets of Japan, France, and Germany 
are added we find that approximately three-fourths of the 
world’s mercantile tonnage is owned by five nations. 

The most revolutionary change in the world’s merchant- 
marine situation brought about by the war was, as has been indi- 
cated, the great and rapid development of the seagoing tonnage 
of the United States. Aside from Germany, shipping conditions 
in the other prominent commercial countries, while changed in 
some measure, were not radically altered. And in the case of 
Germany the growth of the last five years seems indicative of a 
return to a position similar to the one occupied before the war. 
The change in the status of the American merchant marine, how- 
ever, is especially noteworthy in the light of the transformation 
of the United States from a debtor to a creditor country, and of 
the commercial policies being adopted and pursued. 

The extent of a nation’s shipping bears some, but a rather 
remote, relationship to its commercial prominence, although to 
the ordinary business mind the connection between the two 
seems very close. Ships, irrespective of the flags they fly, gener- 
ally go where traffic is to be found and a market to be served. 
Coupled with this truth is another. The shipping problem is part 
of another more general problem of which the questions concern- 
ing tariff policies and adjustments with reference to international 
debts are also parts. 

In 1922 the United States passed the Fordney-McCumber 
Tariff Act, which is one of the most highly protective in our coun- 
try’s history. It was designed largely to safeguard against for- 
eign competition new industries that had developed in this coun- 
try under the abnormal conditions created by the war. During 
the last few years plans have been formulated for the payment 
of international debts incurred during the war, and some of 
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these plans are now being carried out. In the settlement of these 
obligations the United States stands out pre-eminently as a credi- 
tor country. France, England, Belgium, and Italy are to receive 
allotted shares of the indemnity paid by Germany; but these 
countries in turn are heavily obligated to the United States. 

The merchant marine of the United States, which in a few 
years rose from a position of comparative unimportance in in- 
ternational trade to one of commanding prominence, now ap- 
pears as a factor in our commercial relations with other coun- 
tries. The maintenance of this position has been a problem con- 
fronting the American people for the last five or six years. The 
Merchant Marine Act passed by Congress and signed by the 
President in 1920 provided for the termination of treaties or 
conventions which restrict the right of the United States to im- 
pose discriminatory duties in favor of imports entering this 
country in American vessels.* The evident purpose of this pro- 
vision was to encourage trade in American bottoms and to pro- 
tect our recently enlarged shipping. Neither President Wilson 
nor President Harding deemed it advisable to put this provision 
of the law into effect. More recently ship-subsidy proposals have 
been made by some of our chambers of commerce. The unpopu- 
larity of such proposals, however, will probably lead Congress, 
in its present session, to enact some other measure designed to 
safeguard this new development. Like other industrial growths 
which took place under war conditions, this growth presents a 
problem with reference to possible maintenance. 

There are reasons which can be urged on economic grounds 
for the adoption of certain protective measures in the case of 
shipping. Shipbuilding materials and fuel in general are now at 
least as cheap in the United States as in Europe. Direct labor 
costs, such as wage payments to officers and crews in the opera- 
tion of vessels and to structural workers and mechanics in ship- 
building, are higher; but these costs, while considerable, form a 
smaller proportion of the total expenditures involved than is 
popularly supposed. In the case of some cargo vessels the labor 
cost has been computed at only 10 per cent of the total operating 


* Merchant Marine Act of 1920, Section 34. 
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expenses. The relatively high wages paid crews on American- 
built steamers navigating the Great Lakes have not prevented 
the shipping industry in that region from making considerable 
profit from freight rates which, in proportion to distance, are 
among the lowest in the world. With a fair allowance of time for 
organization, the development of proper shipping facilities, and 
for standardization of shipbuilding methods, it is doubtful if the 
higher wage rates paid American labor would be a handicap to 
our seagoing tonnage—assuming that they are today a handicap. 

There are other influences fully as important as those just 
mentioned which may make or mar a country’s merchant ma- 
rine. Conditions with reference to the kind, origin, and destina- 
tion of ocean traffic and its comparative volume on outgoing and 
incoming vessels constitute an important factor in competitive 
strength. And this factor is closely related to trade policy. 

The intense nationalism which showed itself immediately 
after the war was both a cause and an effect of a desire to con- 
serve what had been established during the period of conflict. 
The widespread movement toward the high protective tariff pol- 
icy, already mentioned, is a characteristic expression of this 
spirit. To some extent our present-day merchant marine, like 
certain branches, for example, of our chemical industry and the 
manufacture of ferro-alloys which developed greatly during the 
world-conflict, is a “war baby.” The same spirit which aims to 
safeguard industrial gains within the country is showing itself in 
efforts to maintain our greatly increased vessel tonnage on the 
high seas. Associated, too, with these efforts has been an increas- 
ing interest in our export trade, which likewise grew—at least in 
value—during the war. Much of the recently enlarged activity 
of our Department of Commerce in Washington is concerned 
with finding foreign markets for American products. 

The resulting conditions have been, in this country and, toa 
considerable extent, also in Europe, a virtual revival! of mer- 
cantilism, with its doctrines of national self-sufficiency and the 
favorable balance of trade. Nations, to a greater extent than in 
the pre-war period, are limiting the amount of their imports by 
tariff restrictions and endeavoring to augment the value of their 
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exports. The position of the United States in these efforts is pe- 
culiarly anomalous. The war made the United States a creditor 
country, or, in other words, an exporter of capital and capitalis- 
tic service. It also limited the amount of transportation service 
received from the shipping of other countries by greatly increas- 
ing the American registered tonnage. In connection with the in- 
dustries recently developed in this country a commercial policy 
has been taking form which gives undue emphasis to the export 
side of international trade balances and which ignores the im- 
port side as an essential means of settling foreign obligations. 

There is probably more appreciation today than heretofore 
of the fact that international trade balances are not settled by 
exports and imports of merchandise and gold alone. The so- 
called “invisible” items, like foreign loans, ocean transportation, 
tourist travel, remittances by immigrants to relatives in other 
countries, reduction or increase of foreign bank balances, and 
the like, all affect the debit and credit side of international trade 
balances. In the pre-war period our large excess of exported 
merchandise over imported merchandise was offset by the serv- 
ices of foreign capital in the United States, of transportation on 
ocean highways by foreign shipping, of subsistence, lodging, and 
transportation to American tourists traveling in foreign coun- 
tries, and similar “invisible” items. The long-continued “unfa- 
vorable” balance of trade of Great Britain, i.e., excess of im- 
ported over exported merchandise, was offset in the main by the 
services of British investments abroad and the transportation 
rendered by her immense merchant marine. Or, to be more ac- 
. curate, the interest on British capital invested in foreign coun- 
tries and the freight charges incurred by the services of British 
ocean carriers were paid for in large part by the excess of im- 
ports over exports. 

While the United States has become a creditor country she 
views with some concern, if not alarm, any marked increase of 
imports which is not coupled with a corresponding or greater in- 
crease of exports. A similar concern has been manifested since 
the war whenever the proportion of our foreign trade carried in 
American vessels shows a tendency to decline. In other words, 
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by our tariff policy, our insistence upon the payment of the debts 
contracted by our allies during the war, and now by proposed 
measures designed to conserve our merchant marine, we are 
striving to be exporters in the main of merchandise and services 
without any apparent appreciation of the impossibility of attain- 
ing such an end. Our commercial attitude, especially as it has 
developed since the war, is much like that of the mercantilists of 
the seventeenth and eighteenth centuries, who believed it was 
possible for a country to have a surplus of exports over imports 
with the difference between the two being made up by gold and 
silver payments. 

In connection with our shipping situation the effect of this 
revived mercantilism is especially noticeable. It is a well-known 
fact that our exports have a much larger proportion of bulky 
and heavy freight than have our imports. Outgoing and incom- 
ing carriers with cargoes of the same value, by virtue of the com- 
parative bulkiness of our exported merchandise will normally 
have much more unoccupied space with imports than with ex- 
ports. When exports are in excess of imports, as has been the 
case with the United States for the last half-century, this dis- 
crepancy becomes especially marked. 

Our tariff policy renders the situation still more difficult for 
the American ocean carrier. About half of our exports normally 
go to Europe, but only a little over one-fourth of our imports 
come from Europe. Our heaviest tariff duties and the duties af- 
fecting a very large range of products are imposed upon imports 
from Europe. In 1924 only 31.7 per cent of our imports from 
Europe were admitted free, as against 50.4 per cent from North 
American countries, 86.3 per cent from South America, 79.9 per 
cent from Asia, and 85.6 per cent from Africa.’ The compara- 
tively small percentage for free European imports would be fur- 
ther reduced if it were based upon potential rather than actual 
imports—that is, upon what would be imported from Europe in 
the absence of high tariff barriers. 

Some years ago the Division of Planning and Statistics of 
the United States Shipping Board compiled some very valuable 


” Foreign Commerce and Navigation of the United States (1924), p.- xii. 
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statistics of the tonnage requirements for regional trade routes 
from this country. The years covered were 1914 and 1918. It 
was shown that for the fiscal year 1918 the export movement 
from the United States amounted to 62,790,329 long tons, and 
the import movement, to 29,676,223 long tons. The former re- 
quired 10,642,918 dead-weight tons of shipping, and the latter, 
5,212,457 dead-weight tons. In the European service, including 
Mediterranean Africa, the export movement from the United 
States amounted to 20,458,358 long tons, requiring 6,810,710 
dead-weight tons of shipping for transportation, while the im- 
port movement amounted to only 1,939,076 long tons, requir- 
ing in shipping accommodations 827,325 dead-weight tons.” 
In other words, vessels carrying freight from this country to 
Europe in 1918 were obliged to return seven-eighths empty. It is 
true that war conditions were partly responsible for this enor- 
mous discrepancy, but our commercial policy today tends to 
maintain a wide difference in freight and shipping tonnage be- 
tween imports and exports in the European trade. Our immigra- 
tion policy also favors the perpetuation of the same divergence, 
although there are social and economic reasons which, in the 
judgment of the writer, justify this policy. The significance of 
this policy with reference to high shipping costs is obvious. 

It is impossible statistically to show the amount of trade dis- 
location produced by artificial trade barriers, or to prove that a 
change in commercial policy would materially reduce transpor- 
tation costs and call into service our large “laid up” tonnage. It 
is obvious, however, that our shipping cannot be developed by 
one policy taking the form of subsidies, tariff discriminations in 
behalf of freight carried in American bottoms, or other similar 
legislative favors, coupled with another severely limiting the 
amount of traffic to be hauled. Neither can a shipping policy 
succeed which stands unrelated to those influences which deter- 
mine international trade balances. No nation can have, year 
after year, a large surplus of exports over imports if these terms 
cover, as they should, both “visible” and “invisible” items. If a 


"Trade and Shipping between the United States and the Principal Regions 
of the World in 1914 and 1918, United States Shipping Board. 
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country assumes the rdéle of creditor and aspires to do a large 
part of the carrying trade of the world—in other words, to ex- 
port capitalistic and transportation services—it must inevitably 
receive in payment imports in the form of merchandise or other 
services, and in amounts sufficient practically to offset the export 
surplus. If, on the other hand, it is deemed advisable to limit our 
imports of merchandise and preserve our so-called “favorable 
balance of trade,” or surplus of exported over imported mer- 
chandise, we shall be obliged to sacrifice much of our claims as 
a creditor nation and probably return to something like our pre- 
war status in matter of shipping. 
ABRAHAM BERGLUND 
UNIVERSITY OF VIRGINIA 





GENERAL LEE AND A SCHOOL OF COMMERCE 


Four months after General Robert E. Lee’s surrender at Appo- 
mattox on April 9, 1865, he was elected president of Washington Col- 
lege at Lexington, Virginia. He was at that time fifty-eight years of 
age and, including his West Point training, he had spent forty years in 
army life. Notwithstanding the fact that he was a product of West 
Point, his influence in Washington College was felt at once in favor of 
a liberalized curriculum. Indeed, his achievements as a college pres- 
ident mark him as one of our great educators. Within thirty days after 
his inauguration the board of trustees took action to establish five new 
professorships, namely, (1) practical chemistry, (2) experimental phi- 
losophy and practical mechanics, which was largely physics, (3) ap- 
plied mathematics, (4) modern languages, (5) history and literature. 

On April 26, 1866,’ the trustees took action abolishing the curricu- 
lum as it stood and establishing the following nine schools: (1) Latin; 
(2) Greek; (3) Mathematics; (4) Chemistry; (5) Moral Philos- 
ophy; (6) Natural Philosophy; (7) Applied Mathematics; (8) Prac- 
tical Chemistry; (9) Modern Languages. Students were allowed to 
select the school which they would attend. 

The fourth year of General Lee’s presidency, the academic year 
1868-69, is notable for several forward-looking recommendations 
which he presented to the trustees, one of which was for the establish- 
ment of a school of commerce. This is probably one of the earliest 
proposals for such a school of collegiate grade in the history of Amer- 
ican higher education. There was already, in the preparatory depart- 
ment of Washington College, a business school teaching penmanship 
and bookkeeping, so that President Lee clearly had in mind something 
much more advanced. In his report to the trustees he says:* 

In recommending a Commercial School, it is proposed not merely to 
give instruction in bookkeeping and the forms and details of business, but 
to teach the principles of commerce, economy, trade, and mercantile law. 
Such a school may with great advantage be added to the schools of the col- 

* Minutes of the Trustees of Washington College, April 26, 1866. 


*R. E. Lee, Report to the Trustees of Washington College, January 8, 
1869, MS. 
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lege, as many students may, by its means, prepare themselves for business 
pursuits while obtaining such scientific and literary culture in the other 
schools as time and opportunity may allow. 


After commenting on the needed expansion of the curriculum in 
this and other ways, he adds: 

The great object of the whole plan is to provide the facilities required 
by the large class of our young men who, looking to an early entrance into 
the practical pursuits of life, need a more direct training to this end than 
the usual literary courses. The proposed departments will also derive great 
advantage from the literary schools of the college, whose influence in the 
enlargement and cultivation of the mind is felt beyond their immediate 
limit. 

Now when you take into consideration the fact that schools of 
commerce of collegiate grade are a comparatively recent development, 
having experienced their largest growth in the last twenty years, that 
the Wharton School of the University of Pennsylvania, which is com- 
monly regarded as the oldest of such schools, began its work in 1881, 
that there were hardly any others before 1900, you gain some idea of 
the vision that projected the School of Commerce in Washington 
College. 

The curriculum of the school, as outlined by President Lee,’ was 
to consist of (a2) mathematics of accounts, exchange, insurance, annu- 
ities, compound interest, etc.; (6) geometry and drawing; (c) book- 
keeping and penmanship; (d) commercial correspondence and the 
correct use of the English language; (e) geography, applied to pro- 
duction and commerce; (f) commercial technology, or the production 
of mechanical and chemical manufacture as articles of trade; (g) the 
elements of commercial law, or law of bills, notes, contracts, insurance, 
corporations, bailments, shipping, etc.; (#) commercial economy, or 
the administration and financial management of commercial enter- 
prises, banks, insurance and joint stock companies, railroads, canals, 
ships, steamers, telegraphs, etc.; (7) commercial history and biogra- 
phy; (j) modern languages. Some political economy was already 
being taught. 

The present-day curriculum in the collegiate school of business is 
commonly organized around the five functions of business, namely, 
finance, production, distribution, accounting, and management. A 


* Ibid. 
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glance at the foregoing curriculum proposed by President Lee will 
show that, with the exception of distribution or sales, the essence of 
the present-day curriculum is included so far as the literature or teach- 
ing material was then developed. 

Unfortunately, President Lee was in extremely poor health during 
the late spring of 1869, and throughout most of the academic year, 
1869-70, he was away from the college. He died October 12, 1870. 
The school of commerce as he outlined it was apparently not put into 
operation in what is now Washington and Lee University until recent 
years. The interesting fact remains that General Lee, as president of 
Washington College, outlined a plan for a collegiate school of com- 
merce in January, 1869. 

C. S. Mars# 


BurraLo, New YorK 





BOOK REVIEWS AND NOTICES 


Economic Liberalism. By Jacop H. HoLLanper. New York: 
The Abingdon Press, 1925. Pp. 197. $1.50. 

This book brings to a larger audience the six lectures which, in 
1925, were delivered by Professor Hollander at Wesleyan University, 
under the George Slocum Bennett Foundation. The purpose of these 
lectures is to set forth the attitudes of Liberals and Conservatives to- 
ward certain economic problems. 

Professor Hollander begins by defining the Economic Conserva- 
tive as the man who believes “that the public welfare will be best and 
most surely enlarged by the protection and enlargement of productive 
capital and the assurance and enlargement of industrial profits”; and 
the Economic Liberal, as one who “insists that social well-being is 
capable of direct treatment, and views with doubt policies urged on 
the ground that their ultimate consequence will be socially advantage- 
ous, even though their direct and immediate effect be neutral or harm- 
ful.” He then proceeds to examine price fluctuations, taxation, trade- 
unionism, and social reform—the latter as it relates to regulation of 
hours of work, minimum wage, and child labor. In each case the Lib- 
eral and Conservative views are stated. 

Rising prices, says Professor Hollander, are welcomed by the 
Economic Conservative because they stimulate business and produce 
large profits. But they inflict grave injury upon working and middle- 
class households, and are therefore condemned by the Liberal, who 
seeks a constant level of prices. The solution of the problem, we are 
told, lies within the power of the Federal Reserve Board to provide, 
through the administration of credit. 

In taxation, Liberalism “opposes both the abandonment of the 
principle of progressivity and the return to exclusive or major reliance 
upon indirect taxation.” Conservatism takes the other side of the argu- 
ment, and would encourage business by lightening the taxes of suc- 
cessful business men. On two points Professor Hollander’s views will 
not find universal acceptance among Liberals. The statement that 
“one bright gleam is the certainty of further reduction in federal taxa- 
tion in the near future” would certainly be challenged by many who 
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oppose present tax-reduction, as would also his condemnation of the 
excess-profits tax, which is indorsed by at least several well-known 
Liberals. 

The prime purpose of trade unionism is “the replacement of indi- 
vidual by collective bargaining in wage adjustment.” Liberalism sup- 
ports trade unionism, holding that “the worker is entitled to a com- 
petitive equality with his employer in wage contracting,” which is 
denied him by individual bargaining. It follows that Liberalism be- 
lieves also in outside representation, the closed shop, and limitation 
upon the use of the injunction—upon all three of which effective col- 
lective bargaining is dependent. Cleaving to the spirit of eighteenth- 
and nineteenth-century individualism, and not wishing the worker to 
bargain with his employer on a basis of equality, Conservatism op- 
poses trade unionism throughout. 

Because there are some “marginal enterprisers’”’ who, “driven to 
all conceivable devices to effect economies,” give no heed to the social 
consequences of extremely long working hours, excessively low wages, 
and the use of child labor, and because a remedy for these abuses can- 
not safely await collective action by the workers, Liberalism advocates 
social regulation of such matters. On all of these points Conservatism 
lines up in opposition, sometimes as a defender of individualism and 
again as a champion of states’ rights; and “for the time at least, vic- 
tory has perched on the banner of Conservatism.” 

In a final chapter (or lecture) Professor Hollander attributes the 
economic conservatism of America to the tradition of individualism 
and the possibility of enrichment of the average man. The cause of 
Liberalism is being advanced chiefly, he says, through a broader out- 
look by organized wage-earners, a greater concern by religious groups, 
and a more positive advocacy by economic thinkers. “That in the 
end the spirit of liberalism will prevail in economic affairs as in other 
fields of social relations is something more than a pious wish.” 

The book is both readable and informative. It will prove inter- 
esting not only to students of economics, but also, and perhaps in par- 
ticular, to those who may care to analyze themselves with the thought 
of discovering whether they qualify as Economic Conservatives or 
Economic Liberals. 

Pau. F, GEMMILL 

UNIVERSITY OF PENNSYLVANIA 
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“Labor Relations in the Lace and Lace-Curtain’ Industries in 
the United States.” By Grapys Louise PatmMeEr. Bulletin 
of the U.S. Bureau of Labor Statistics, No. 399, Govern- 
ment Printing Office, Washington, 1925. Pp. 78. 

This carefully developed study of labor relations is derived mainly 
from original records and personal inquiry. It is unusually valuable 
because it penetrates into all corners of its subject, and because it is 
characterized by a determination to find the explanation of the history 
which is recorded. 

The history of labor relations in the lace and lace-curtain indus- 
tries in the United States has for a number of reasons a decided im- 
portance despite the relative unimportance of the industry. The indus- 
try has been dependent upon tariff protection ever since its creation; 
it has undergone prolonged periods of depression which weary the will 
of workers and exhaust the tolerance of employers; a small group of 
skilled workers (the weavers) hold a position of decided strength as 
compared with the mass of the workers in the industry; the industry is 
highly seasonal, and employment in it is thus insecure and irregular; 
the work is paid for on the basis of a complicated piece-work list which 
requires constant adjustment; the unions have been involved in serious 
jurisdictional disputes with other textile unions. Thus, within the 
boundaries of this small industry, unions and employers have had to 
face most of the serious problems which make the peaceful and pro- 
gressive settlement of labor relations difficult. 

The author shows clearly how these basic problems have shaped 
the course of labor relations. The union (The Society of Amalgamated 
Lace Operatives of America) has managed to retain a fair measure of 
strength and vitality; it has finally assumed a federal form made up of 
three sections—two skilled and one unskilled—each possessing a great 
measure of independence. A system of shop committees and shop con- 
ferences has been developed, alongside of broader arrangements for 
collective bargaining on a national scale and for the settlement of dis- 
putes concerning the whole industry. Stability in labor relations has 
been achieved by means of these arrangements, although they work 
clumsily. In this connection, the author writes “The machinery prob- 
ably works, more slowly, less uniformly and with a narrower vision of 
the long-run needs of the industry than does the collective bargaining 
arrangement in which an impartial chairman interprets the trade 
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agreement and adjudicates all disputes arising under it. However, the 
immediate results are essentially the same” (p. 61.) Though the au- 
thor does not say it, I gather the impression that the records that are 
required for proper handling of labor questions are not well enough 
kept, nor the information concerning industrial conditions freely 
enough shared for the most intelligent settlement of these questions. 
In these directions, at least, American industry may make progress. 

This study lends further conviction to a few already established 
general conclusions. First, that the system of joint conference (on 
both shop and wider scale) can be made sufficiently practicable and 
flexible to yield at least fairly good results in any industry—despite 
any or all of a variety of special difficulties. It is entirely a question 
of human desire, leadership and intelligence; secondly, that craft 
unionism, intended to serve the interest of a limited group and only 
that interest (though the refusal to co-operate may do injury to other 
labor groups) has as deep a persistence as any other purely self-inter- 
ested type of organization, and will only yield slowly if at all to other 
ideas; thirdly, that irregularity of employment (both seasonal and 
that arising out of overdevelopment) is among the most serious of all 
obstacles to the improvement of labor relations, and that trade-union 
pressure could be more beneficially applied to wiping out the basic 
causes of these irregularities than to various of its other aims (there 
are many hopeful beginnings in this direction already). 

That Miss Palmer’s study contributes much to the understanding 
of such questions as these is the best tribute to be paid to it. One com- 
plaint may be allowed. The reviewer finds the discussion of the labor 
supply obscure. In one part of the study it is shown that the industry 
has on the whole been so overdeveloped that employment was ordi- 
narily very irregular; at other points a tendency to a shortage of labor 
is dwelt upon. Probably these statements could be reconciled by a 
systematic study of the labor supply in relation to needs, based on em- 
ployment records and so forth. But no such study is made. 

HERBERT FEIS 

University oF CINCINNATI 


Monetary Stability. By J. R. BELLERBy. London: Macmillan 
Co., 1925. Pp. xvi+174. $2.50. 

A survey of recent banking literature seems to indicate that more 

and more space is being devoted to the discussion of a somewhat new 
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phase of banking, namely, price control through the medium of the 
central banks. This is substantially the theme of Mr. Bellerby’s book. 

Actuated by a conviction of the close relationship between unem- 
ployment and the trade cycle, the author was led to produce this dis- 
cussion on the question of monetary stability. Making a somewhat 
broad assumption as to the desirability of trade stability the author 
postulates two schemes planned to secure this, and proceeds to discuss 
the relative merits of the two plans in light of such considerations as 
ease in application, price stability in relation to consumption, indus- 
trial and social relations, and international considerations. The Genoa 
Conference proposals are also discussed and two appendixes contain a 
brief discussion of relative matters. 

The two plans outlined by the author are the “composite” plan 
and the “constant price-normal” plan. The first is concerned with 
eliminating current fluctuations and merely gives the central bank 
authority to keep a general brake on busines. The second provides 
that a definite range of oscillation, probably 3 per cent, be established 
from whatever price level is taken as normal, and the central bank use 
its powers to keep prices approximately within this range. A whole- 
sale price index, supplemented by various other indexes, is to be the 
criterion for the controlling authorities. The first plan permits greater 
fluctuations in the price level than the second, but is easier of applica- 
tion; the author, however, concludes in favor of the second plan. 

Naturally a discussion of such a question as price control through 
the medium of bank interest rates raises a great number of interesting 
points. Probably the first one that occurs to the reader is, just how 
effective is the discount rate of the central bank in controlling credit 
expansion? The author assumes, with very little discussion, that the 
discount rate of the central bank is an effective means of control; in 
fact the whole thesis of the book rests on this point. While in the past 
this doctrine was accepted with little question there seems a disposition 
at the present time to question its validity. The ineffectiveness of the 
Reichsbank’s rate to control business in Germany during the period of 
inflation, and the tendency of the Federal Reserve banks’ rates to fol- 
low, rather than lead, the market have been contributing factors to 
this skepticism. Assuming, however, that the rate of the central bank 
does become effective, there still remains the question of what effect an 
increase of 1 or 2 per cent has upon the borrower. Obviously it is a 
question of how big a part interest costs are of his total costs. If inter- 
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est costs are an insignificant part of the total costs such an increase will 
have little effect; if interest costs rank large, such an increase in the 
rate will have more effect. Typically, one would not think that inter- 
ests costs are a big fraction of the total costs. This by no means argues 
that the rate will not be an important factor, if the increase is great 
enough, but merely questions whether the conventional range is wide 
enough to have the desired effect. 

This is only one of the many interesting points which Mr. Beller- 
by’s book brings up, but space forbids further discussion. Whether or 
not one agrees with the author’s conclusions, there is no doubt that 
Mr. Bellerby has produced a very readable and suggestive book which 
discusses one of the most important and interesting economic problems 
of the day. 

C. A. Curtis 


UNIVERSITY OF CHICAGO 


Hindustani Workers on the Pacific Coast. By RAJANI KANTA 
Das. Berlin: Walter de Gruyter & Co., 1923. Pp. vi+-126. 

It is obvious, of course, that so far as the Oriental is concerned, 
the Pacific Coast is the racial frontier of this continent. The problems 
growing out of oriental immigration therefore lie close to the interest, 
if not the heart, of the inhabitants of British Columbia, California, 
and the other states on the coast. 

Of the three Asiatic races involved in the oriental problem of the 
Pacific slope, the latest to make its appearance in America is the East 
Indian, popularly. known as the Hindu. The book under review is an 
outgrowth of a study of the social and economic conditions of this race 
on the Pacific Coast. The author, himself an East Indian and a lec- 
turer in economics at New York University, was employed as a spe- 
cial agent during 1921-22 by the Bureau of Labor Statistics of the 
United States Department of Labor. Notwithstanding his natural 
racial sympathy with the people whose conditions of life he was inves- 
tigating, Dr. Das has dealt with his subject in an impartial fashion. 
Whether discussing the comparative efficiency of the Hindustani work- 
ers and of other groups of laborers on the Pacific Coast or their dif- 
ferent standards of living, their varying propensity to vice and crime, 
their personal qualities, the existence of prejudice, or the difficulty of 
assimilation, the author throughout has quite successfully maintained 
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the scientific spirit. There is, however, one important point at least 
upon which, in the opinion of the reviewer, Dr. Das appears unduly 
complacent, if not sanguine. In his discussion of the amalgamation of 
the immigrant with the native white through intermarriage he declares 
that “the Hindustanees do not raise any difficulty”; that the only ob- 
stacle in the way “is that they are darker in complexion.” While it is 
true, no doubt, that clear biological evidence against the intermarriage 
of whites and Asiatics is lacking, and although the popular impres- 
sion that the Oriental cannot successfully be assimilated through inter- 
marriage has not been scientifically tested, yet the opposition to racial 
intermixture is so widespread and so deep that it cannot be disre- 
garded. Even though racial amalgamation be quite feasible on biolog- 
ical grounds, its attainment will be deferred to the indefinite future 
on account of the deep-seated opposition to it. 

Hindustani Workers on the Pacific Coast is an interesting little 
book. It is clearly written and contains both data and interpretations 
that are of interest to the economist and sociologist. 

THEODORE H. Boccs 

UNIVERSITY OF BritIsH COLUMBIA 


The Insurance of Foreign Credits. H. J. Loman. Prentice-Hall, 
Inc., 1923. Pp. 142. $2.00. 

This is the first study that has been made of foreign credit insur- 
ance in this country. In view of the scarcity and disorganized charac- 
ter of the information on this new field in insurance Dr. Loman has 
rendered a distinct service by presenting an excellent treatise on the 
subject. 

The study deals with the following main issues: (1) the financial 
risks attending export activity, (2) the methods that have been used 
in meeting these risks, and (3) the possibilities for improvement in 
handling these risks. 

In the first two chapters the credit risks involved in the exporting 
business are explained and discussed. Insurance as a means of dealing 
with these risks is presented in the next seven chapters. The treatment 
is orthodox. After a historical survey of the development of foreign 
credit insurance, the existing conditions are presented. The discussion 
centers around the following: types of credit insurance companies, 
credit insurance policies, the premium, settlement of losses, and rein- 
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surance. Dr. Loman completes his study with a chapter summarizing 
the advantages of foreign credit insurance, and suggests, in view of 
these advantages, that its future “appears quite brilliant.” 

S. H. NERLOVE 


UNIVERSITY OF CHICAGO 


The Life of Judge Gary. By IpA M. TarBeLyt. New York: D. 
Appleton & Co., 1925. Pp. xii+361. $3.50. 

While this book is probably something less than mediocrity as a 
biography, it contains some material of possible interest and value to 
the economist. Chapter v, dealing with the organization of the United 
States Steel Corporation, gives an insight into the conditions govern- 
ing its origin. Probably the most valuable chapteis, however, are vii 
and xi, which deal with the Steel Corporation and Labor. They give 
one side of a very controversial question, namely, the open shop, and 
probably represent the stated opinion of Judge Gary and the Steel 
Corporation on this question. As might be expected, the labor policy 
of the Corporation is put in the best possible light. In fact, one can 
hardly avoid the conclusion that the United States Steel Corporation 
is being run for the benefit of its employees. In chapter xii “Pittsburgh 
Plus” is treated in a brief but kindly manner. Some of the economic 
analyses attempted by the author are not very convincing and appear 
to indicate a lack of familiarity with economic principles. With the 
exception of the points previously noted there is little else in the book 
of interest to economists. 


Paigrave’s Dictionary of Political Economy, Vol. III. Edited 
by Henry Hiccs, C.B. London: Macmillan & Co., 1926. 
Pp. xxiii+849. 36s. net. 

The general outline of this volume and the changes in organiza- 
tion and material is similar to that of the first two volumes which were 
reviewed in the Journal of Political Economy for October, 1925. Ac- 
cordingly, only a few of the more important alterations in the last vol- 
ume need be noted. Some changes have been made in the body of the 
text, and an appendix of some 120 pages not only brings the older 
material down to date, but also incorporates a considerable amount of 
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new material. Biographical sketches, definitions, recent contributions 
to economic literature, new developments in business and financial 
practices, as well as many other things are included in the latter. 
Some of the articles on obscure American contributors to economics 
make very interesting reading and reveal a side of the development of 
economic science in America which is none too well known. 


State Experiments in Australia and New Zealand. By WILLIAM 
PeMBER Reeves. Vols. I and II. New York: E. P. Dutton 
& Co., 1925. Pp. xii+391; vi+367. $8.00. 

This is a reprint of Mr. Reeves’ epoch-making work, first pub- 
lished in 1902, and a veritable mine of information about the move- - 
ment in the direction of state socialism, in which the author played so 
notable a part, especially in the launching of the New Zealand Indus- 
trial Concilation and Arbitration Act of 1894. It is a pity that Mr. 
Reeves could not have prepared a new edition, bringing the history of 
the various experiments down to date and pointing out what contribu- 
tions, positive or negative, Australia and New Zealand have made to- 
ward the solution of social-economic problems. 


J. E. LeR. 








